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WATER INVESTMENT ACT, S. 1961 AND OTHER 
WATER INFRASTRUCTURE BILLS 


TUESDAY, FEBRUARY 26, 2002 

U.S. Senate, 

Committee on Environment and Public Works, 

Washington, DC. 

The committee met, pursuant to notice, at 9:34 a.m. in room 406, 
Senate Dirksen Building, the Hon. James M. Jeffords, (chairman of 
the committee) presiding. 

Present: Senators Jeffords, Smith, Bond, Crapo, Voinovich, War- 
ner, Chafee, and Corzine. 

Also present: Senator Kyi. 

OPENING STATEMENT OF HON. JAMES M. JEFFORDS, 

U.S. SENATOR FROM THE STATE OF VERMONT 

Senator Jeffords. This committee will come to order. 

Our hearing today will be a legislative hearing to examine five 
pieces of legislation involving water infrastructure. Our focus will 
be S. 1961, the Water Investment Act of 2002. Along with Senators 
Graham, Crapo, and Smith, I wrote this legislation to provide addi- 
tional resources to States, tribes, and localities, to meet water in- 
frastructure needs. 

This legislation seeks to move the state-of-the-art in water pro- 
gram management forward by increasing the flexibility offered to 
States in administering their water programs. 

The Water Investment Act ensures that the “next generation” of 
water quality issues receives the appropriate focus and institu- 
tionalizes financial management capacity into our nation’s water 
systems. This legislation authorizes funding of over $20 billion over 
5 years nationwide for clean water, and $15 billion over 5 years na- 
tionwide for safe drinking water projects. 

There is significant new flexibility attached to these funds. Many 
of the provisions already authorized in the Safe Drinking Water 
Act will allow an extension of loan terms and more favorable loan 
terms, including principle forgiveness for disadvantaged commu- 
nities. In States such as my own State of Vermont, these types of 
provisions are critical, as small communities struggle to meet their 
water quality needs. 

There is financial accountability built into the Water Investment 
Act of 2002. We have included provisions for both the Clean Water 
Act and the Safe Drinking Water Act, that are designed to help 
water utilities better manage their capital investments, using asset 
management plans, rate structures that account for capital replace- 
ment costs, and other financial management techniques. 

( 1 ) 
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We encourage utilities to seek innovative solutions by asking 
them to review options for consolidation, public/private partner- 
ships, and low-impact technology before proceeding with a project. 

Whenever one mentions “consolidation”, concerns are often raised 
about inadvertently providing incentives for excessive or uncon- 
trolled growth. This legislation recognizes that concern, and in- 
cludes a provision that specifically requires States to ensure that 
water projects are coordinated with local land use plans, regional 
transportation improvement and long-range transportation plans, 
and State regional and municipal watershed plans. 

As a package, this legislation will help ensure that your utilities 
seek the most efficient organizational structure to meet their water 
quality needs. 

I am also very pleased that the bill includes provisions ensuring 
that the next generation of water quality issues receives the appro- 
priate focus. 

As I worked on this legislation, I became aware that there are 
opportunities to use low-impact technologies to solve water quality 
issues that may or may not be considered by States and localities, 
and they seek to solve water quality issues. In response, our bill 
includes several incentives for the use of nonstructural tech- 
nologies. 

The use of nontraditional technologies is the focus of the Water 
Investment Act, to ensure that nonpoint pollution receives appro- 
priate emphasis under the Clean Water Act. The modifications this 
bill makes to the priority listing requirements in the Clean Water 
Act ensure that nonprofit source projects will be a part of the equa- 
tion when funding decisions are made at the State level. 

I want to thank Senator Graham for his leadership on this legis- 
lation, and Senators Crapo and Smith for their dedication to intro- 
ducing a bipartisan package today, and their willingness to find a 
compromise when we needed one. 

I recognize this issue is of great importance to every Senator. I 
look forward to working with each of you to pass this important 
le^slation that is so important to our nation’s water quality and 
drinking water safety. 

[The prepared statement of Hon. James Jeffords follows:] 

Statement of Hon. Senator James Jeffords, U.S. Senator from the State 

OF Vermont 

The committee will come to order. Our hearing today will be a legislative hearing 
to examine 5 pieces of legislation involving water infrastructure. Our focus will be 
S. 1961, the Water Investment Act of 2002. Along with Senators Graham, Crapo, 
and Smith, I co-sponsored this legislation to provide additional resources to States, 
Tribes, and localities to meet water infrastructure needs. Simultaneously, it seeks 
to move the state-of-the-art in water program management forward by increasing 
the flexibility offered to States in administering their water programs, ensuring that 
“next generation” of water quality issues receive the appropriate focus, and institu- 
tionalizing financial management capacity into our nation’s water systems. 

This legislation is critical to our nation’s future. We tend to take clean water in 
our faucets and well-functioning, hidden sewage treatment systems for granted in 
this country. However, without vigilance, these luxuries can quickly disappear. The 
Water Investment Act of 2002 will help our communities be vigilant. 

This legislation authorizes funding of over $20 billion over 5 years nationwide for 
clean water and $15 billion over 5 years nationwide for safe drinking water projects. 

There is significant new flexibility attached to these funds. 

Many of the provisions already authorized in the Safe Drinking Water Act which 
allow an extension of loan terms and more favorable loan terms (including principal 
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forgiveness) for disadvantaged communities. In States such as my home State of 
Vermont, these types of provisions are critical as small communities struggle to 
meet water quality needs. There is financial accountability built into the Water In- 
vestment Act of 2002. We have included provisions for both the Clean Water Act 
and the Safe Drinking Water Act that are designed to help water utilities better 
manage their capital investments using asset management plans, rate structures 
that account for capital replacement costs, and other financial management tech- 
niques. We encourage utilities to seek innovative solutions by asking them to review 
options for consolidation, public-private partnerships, and low-impact technologies 
before proceeding with a project. 

Whenever one mentions “consolidation”, concerns are often raised about inadvert- 
ently providing incentives for excessive or uncontrolled growth. This legislation rec- 
ognizes that concern and includes a provision that specifically requires States to en- 
sure that water projects are coordinated with local land use plans, regional trans- 
portation improvement and long-range transportation plans, and State, regional and 
municipal watershed plans. As a package, this legislation will help ensure that utili- 
ties seek the most efficient organizational structure to meet their water quality 
needs. 

I am also very pleased that the bill includes provisions ensuring that “next gen- 
eration” of water quality issues receives the appropriate focus. As I worked on this 
legislation, I became aware that there are opportunities to use low-impact tech- 
nologies to solve water quality issues that may or may not be considered by States 
and localities as they seek to solve water quality issues. In response, our bill in- 
cludes several incentives for use of nonstructural technologies. We specifically state 
in the statute that these approaches are eligible to receive funding under the Clean 
Water Act State Revolving Fund and require that recipients of funds consider the 
use of low-impact technologies. In addition, we authorize a demonstration program 
at $20 million per year over 5 years to promote innovations in technology and alter- 
native approaches to water quality management and water supply. This program re- 
quires that a portion of the projects use low-impact development technologies. 

The use of nontraditional technologies is the focus in the Water Investment Act 
to ensure that nonpoint source pollution receives appropriate emphasis under the 
Clean Water Act. The modifications this bill makes to the priority listing require- 
ments in the Clean Water Act ensure that nonpoint source projects will be a part 
of the equation when funding decisions are made at the State level. The bill also 
addresses eligibility issues. It clarifies that planning, design, and associated 
preconstruction costs are eligible for funds under the Clean Water Act and Safe 
Drinking Water Act State Revolving Funds as stand-alone items. This ensures that 
small communities who may not have the resources available to get a project ready 
to go on their own can receive assistance. Small communities will also benefit from 
a provision in the bill that allows privately owned wastewater facilities to access the 
Clean Water Act State Revolving Fund Already permitted under the Safe Drinking 
Water Act, this will allow small, privately owned wastewater systems such as those 
located in trailer parks, to obtain much-needed financial assistance. 

To ensure that both public and private small systems can actually develop the 
projects to solve problems, our legislation provides three main types of technical as- 
sistance for small communities. It authorizes $7 million per year over 5 years for 
technical assistance to small systems serving less than 3300 people located in a 
rural area. It reauthorizes the Small Public Water Systems Technology Assistance 
Centers for an additional $5 million per year over 5 years. Finally, it reauthorizes 
the Environmental Finance Centers for $1.5 million per year over 5 years. 

We have heard from many organizations that public participation in the execution 
of the State revolving loan funds needs to be increased. I hope that every individual 
interested in how water quality projects are selected and prioritized in their States 
takes full advantage of existing opportunities for public participation. Our legisla- 
tion takes action to ensure that there is ample opportunity for public comment when 
developing project priority lists and intended use plans. 

I want to thank Senator Graham for his leadership on this legislation and Sen- 
ators Crapo and Smith for their dedication to introducing a bi-partisan package 
today and their willingness to find a compromise when we needed one. 

I recognize that this issue is of great importance to every Senator, and I look for- 
ward to working with each of you to pass this important legislation that is so impor- 
tant to our nation’s water quality and drinking water safety. 

Senator Jeffords. Senator Smith. 
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OPENING STATEMENT OF HON. BOB SMITH, U.S. SENATOR 
FROM THE STATE OF NEW HAMPSHIRE 

Senator Smith. Thank you very much, Mr. Chairman, and thank 
you for working with us to introduce this legislation on a bipar- 
tisan basis. 

One of my top priorities, when I had the Chair, was to renew our 
commitment to our nation’s water. I am pleased that you have con- 
tinued to keep this a priority. 

This is particularly timely for my State in New Hampshire, be- 
cause it is in the midst of its worst drought in 50 years. It is hav- 
ing a devastating impact on our water supply. One of the reservoirs 
in Bellamie, which provides water for a number of New Hampshire 
towns, is down over 50 percent. This bill will help to alleviate these 
problems, with new funding for water conservation, recycling, and 
reuse. 

The bill helps to alleviate these problems, and it will take steps 
to address potential water shortages in the future. It involves the 
U.S. Geological Survey. It requires them to provide information on 
water shortages, as well as planning models. That requires stream- 
line procedures for local governments to work with Federal Agen- 
cies responsible for water resources. This would be helpful in the 
communities in New Hampshire, who are facing severe water 
shortages. 

These are also being compounded in a couple of communities by 
the great trend now in bottled water, where we are taking hun- 
dreds of millions of gallons of water out of the ground, and selling 
it all over the world without, in my view, proper precautions. 

But beyond the drought, the nation does face a terrible water in- 
frastructure problem. So much of our nation’s water infrastructure 
is aging and it is in desperate need of replacement. 

So coupled with that, and the cost burden that local communities 
face with the ever increasing State and Federal mandates, the 
problem is exasperating. This bill addresses these problems, and 
makes structural changes to ensure that we do avoid a national cri- 
sis now and in the future. 

I believe in limited Government, and when it comes to water in- 
frastructure, I do not believe the primary responsibility of financing 
local water needs to lie with Federal Government. I am adamant, 
however, that the Federal Government should not place unfunded 
mandates on these communities. 

We recognize both of these principles, and I think this bill strikes 
a balance. Unfortunately, there will be some who will try to take 
away the compromise through amendment, which is always regret- 
table. But it authorizes $35 billion over the next 5 years in Federal 
contribution to water infrastructure, to help defray the cost of man- 
dates placed on these communities. This basically is a return to the 
communities of their tax dollars to help them. 

When the Clean Water Act was amended by Congress in 1987, 
there was a debate which many of us will remember, that set up 
a revolving fund to provide a continued pool of money for water 
needs. But unfortunately, not everybody met their commitment to 
plan for those needs, and what was not to be Federal responsibility 
became a Federal necessity. 
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So this bill makes certain that we do not go down that road 
again. The Federal Government will help to defray the cost of Fed- 
eral mandates, but with the new money comes a new requirement 
that all utilities do a better job of managing their funds and plan 
for the future. 

It will be a tremendous help to many of the struggling commu- 
nities in New Hampshire, as we extend the repayment period for 
loans to disadvantaged communities. It is my hope that we can 
move it through the committee, Mr. Chairman, and see it passed 
by the Senate in short order. 

I believe that if we keep to the deal and not load it down with 
“poison pills,” as I said before, we can move the bill quickly. Unfor- 
tunately, the poison pill that always comes up, and there is usually 
ample water, no pun intended here, to take the pill, and that is 
Davis-Bacon. So Bacon and water, and Bacon and Davis and water, 
do not go very well together, in my view. 

I think we need to understand that to take these issues which 
really are, in my view, not relevant to the case at hand, to the 
question at hand, and load them up, first of all, it is going to cost 
more, by adding the Davis-Bacon provisions; and it is going to in- 
crease it by probably 5 to 15 percent nationally, and it could be as 
much as 38 percent in rural areas like New Hampshire; and there 
are some other Senators here with States who have lots of rural 
areas. 

So many States, including my own, have long ago eliminated 
Davis-Bacon rules from their statute books, because they want to 
maximize their investment in clean water. We want the money to 
go to clean water, and not to increased labor costs that are not nec- 
essary. That is why it is so particularly outrageous to think that 
we may have to face these kinds of amendments. 

Big unions are beholding to prevailing wage legislation, because 
it supports their members, to the exclusion of other workers, unfor- 
tunately. But all Americans should be treated equally, and none 
should be held back the way they are by Davis-Bacon. Davis-Bacon 
laws preclude the hiring of helpers, for example, who not only per- 
form much needed lower-skilled work, but free up more experi- 
enced workmen for the more difficult tasks. 

So the bill is a bipartisan product, which is a testament, I think, 
to the hard work of the Chairman and Senators on both sides. The 
amendments, however, unfortunately if they pass, are going to de- 
stroy that bipartisan compromise, and I hope it does not happen, 
Mr. Chairman. Thank you. 

[The prepared statement of Hon. Bob Smith follows:] 

Statement of Hon. Bob Smith, U.S. Senator from the State of 
New Hampshire 

Good Morning. I am pleased to be here to discuss our recently introduced bipar- 
tisan legislation: the Water Investment Act of 2002. When I became chairman of 
this committee in 1999, one of my top priorities was a renewed commitment to our 
nation’s water systems. I am pleased that Senator Jeffords has continued to make 
this a priority. 

This bill is particularly timely, as New Hampshire is in the midst of our worst 
drought in 50 years, and it has had a devastating impact on our water supply. One 
of the reservoirs, Bellamy, which provides water for a number of New Hampshire’s 
towns, is down over 50 percent. Our bill will help to alleviate these problems with 
new funding for water conservation, recycling and re-use projects. 
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We also take steps to address potential future water shortages. We require the 
U.S. Geological Survey to provide information on water shortages, surpluses and 
planning models. We also require streamlined procedures for the local governments 
to work with Federal agencies responsible for water resources. This valuable infor- 
mation will be helpful to communities facing a severe water shortage like so many 
of those in New Hampshire. It will also help to minimize the threat of future 
droughts. 

Beyond the drought, the nation faces a potential water infrastructure crisis. So 
much of our nation’s water infrastructure is aging and in desperate need of replace- 
ment. Coupled with the aging problem is the cost burden that local communities 
face in order to comply with ever increasing State and Federal clean water man- 
dates. 

This bill addresses these problems and makes structural changes to ensure that 
we avoid a national crisis now and in the future. I am a strong advocate of limited 
government and when it comes to water infrastructure, I do not believe the primary 
responsibility of financing local water needs lies with the Federal Government. 

I am equally adamant, however, that the Federal Government shouldn’t place un- 
funded mandates on our local communities. We recognize both of these principles 
and strike a responsible balance. 

The legislation authorizes $35 billion over the next 5 years in Federal contribution 
to the total water infrastructure need to help defray the cost of the mandates placed 
on communities. This is a substantial increase in Federal commitment, but not 
nearly as high as some would have preferred. Even so, this commitment does not 
come without additional responsibilities. 

When the Clean Water Act was amended by Congress in 1987, a debate I remem- 
ber well, we set up a revolving fund to provide a continual pool of money for water 
needs. Unfortunately, not everyone met their commitment to plan for future needs 
and what was not to be Federal responsibility became a Federal necessity. 

This bill makes certain that we do not go down that road again. 

The Federal Government will help to defray the costs of Federal mandates, but 
with the new money comes a new requirement that all utilities do a better job of 
managing their funds and plan for future costs. We also make additional structural 
changes to the law both to address financial concerns and to help achieve improved 
management of these water systems. 

One such change to the Clean Water Act is to incorporate a Drinking Water Act 
provision that allows States to provide principal forgiveness on loans and extends 
the repayment period for loans to disadvantaged communities. It will be a tremen- 
dous help to many struggling communities in New Hampshire and across the coun- 
try. 

It is my hope that we can move it through the committee process and see it 
passed by the Senate in short order. I believe that if we keep to this deal and not 
try and load it down with any poison pills, we can move this bill quickly. 

One such poison pill is Davis Bacon. 

According to GAO, Davis Bacon will increase by costs by 6-15 percent nationally 
and perhaps by as much as 38 percent in rural States like New Hampshire. Many 
States, like New Hampshire have long ago eliminated Davis-Bacon-like rules from 
their State statute books, because they want to meiximize their investment in clean 
water. Davis Bacon will result in less capital improvement and less safe drinking 
and clean water. We need to spend every penny we can to get safe drinking water, 
and the way to do that is this bill, without amendment. 

Big unions are beholden to prevailing wage legislation, because it supports their 
members to the exclusion of other workers. I believe all Americans should be treated 
equally and none should be held back the way they are by Davis-Bacon. 

Davis-Bacon laws preclude the hiring of “helpers” who not only perform much- 
needed lower skilled work, but free up more experienced workmen for the more dif- 
ficult tasks. 

This bill is a bipartisan product, which is a testament to the hard work of the 
Chairman and Senators on both sides of the isle. It is my hope that we can move 
a clean bill — one that will move through the process quickly and one that I can con- 
tinue to support. 

Senator Jeffords. Thank you. 

Senator Corzine. 
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OPENING STATEMENT OF HON. JON S. CORZINE, 

U.S. SENATOR FROM THE STATE OF NEW JERSEY 

Senator Corzine. Thank you, Mr. Chairman. I, like my col- 
leagues, commend you for holding the hearing here. This focus on 
water infrastructure proposals is important to the State of New 
Jersey and, I think, the nation, as most issues we address. 

Before I begin, I want to say how pleased I am that Mayor Doug 
Palmer from Trenton, NJ will he testifying on one of the panels 
today for the Conference of Mayors. He is one of the bright lights 
of New Jersey, and truly familiar with all of these various issues, 
and a terrific leader. I welcome Mayor Palmer. 

Mr. Chairman, like other urbanized States, New Jersey faces all 
these issues that you and the ranking member have talked about: 
aging infrastructure, urban run-off, combined sewer overflows. I 
would say that the problems are exacerbated also by this growing 
crisis with regard to drought on the East Coast. 

That said. New Jersey has done a good job in meeting a lot of 
these challenges. I think our current EPA Administrator has led 
the way in trying to address many of these issues, but there is a 
lot more to do. 

One of the things about S. 1961 that I am particularly pleased 
about is the increase in authorization. The demand in our State to 
address many of these issues, both in clean water and drinking 
water safety, are real. I visited a number of places where the de- 
mands are high, and we need to push forward on it. So I congratu- 
late everyone for working to increase these authorization levels, 
which I think at today’s point are far, far too small. 

I will respectfully argue that the amendment that the ranking 
member talked about is one of those things that I think we are 
going to have to have debate about, because it is an issue that I 
think is important for making sure that we have high quality ef- 
forts with regard to how projects are executed. I think it is impor- 
tant that we maintain these common standards. So I, for one, un- 
derstand or least appreciate the argument, but will be supportive 
of Davis-Bacon type amendments. 

I look forward to a good healthy debate on that, but moving for- 
ward with a bipartisan element with respect to the clean water ac- 
tivities. Thank you. 

Senator Jeffords. Senator Bond. 

OPENING STATEMENT OF HON. CHRISTOPHER S. BOND, 

U.S. SENATOR FROM THE STATE OF MISSOURI 

Senator Bond. Thank you very much, Mr. Chairman. 

I commend you. Senator Smith, Senator Graham, and Senator 
Crapo for your hard work in putting this bipartisan proposal to- 
gether. It sounds like we have a little friction building up. I could 
certain agree with my colleague from New Jersey that we ought to 
maintain high standards. There is no question about that; but how 
that translates into a need for Davis-Bacon, I am afraid we are 
going to have to have that battle. 

I hope that we could stay on the environmental side of it, to show 
that we can work together. Because I happen to believe, from my 
work in my environmental area, that one of the things that is the 
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most important is to make sure we have clean water, that we have 
safe drinking water, that we cleanup our waste water. 

I have heen in small communities in too many areas in Missouri, 
where the systems have broken down. I believe any public health 
official will tell you that that is a real and present danger. 

There is a lot of talk about environment and the people who get 
out and talk about the environment; and then there are people who 
do the really tough, dirty work down in the trenches, who are 
maintaining the water systems. These are the true environmental- 
ists. When you look at the total number of projects that are needed, 
it is huge. 

Then in small communities, as well as large, 84 percent of the 
Safe Drinking Water Act violations in 2001 were in systems serv- 
ing fewer than 3,300 customers. You know, just because you live 
in a small community does not mean you ought to have to drink 
impure water. 

In Missouri, we have a community like Pickering, in northwest 
Missouri, that the waste water treatments works would be ridicu- 
lously expensive. They frankly cannot afford to pay for it, but we 
need to help. 

We have medium-sized communities like Lebanon, MO, where 
they struggle with problems with sanitary sewer overflows. Even 
though they tripled the water rates, they still could not get it done. 
We have a lot of problems in our big cities like St. Louis, which 
has a myriad of problems. 

We do need to have a good bipartisan bill. Certainly, I support 
the higher authorization levels, although I would remind my col- 
leagues that what we do here, we can authorize all day long. 

We have a little problem. Senator Mikulski and I have been 
working on that problem, as long as we have worked together on 
the VA/HUD Independent Agencies Committee, to try to get our 
602(b) to where they can justify what we ought to be putting into 
the State revolving funds. 

There is somebody in 0MB who must not like to drink water; be- 
cause every year, in the past Administration and in the previous 
Administration, they make the politically outrageous, but I suppose 
appealing, statement of cutting the State revolving funds. 

It is like, you know. State revolving funds do not matter, so they 
just cut them. They think they would rather put in some fancy pet 
projects for the Administration. I will tell you, every time they do 
that, we go to bat. There is nothing like having Senator Mikulski, 
when you go after it. We have cut the pet projects and put it back 
in the State revolving funds. 

I support the higher authorization levels. I am going to need the 
help of everybody on this committee to try to get the funds avail- 
able. Maybe one of these days, 0MB could come and tell us why 
they do not like State revolving funds; why they do not think clean 
water and safe drinking water is appropriate. 

So we have a lot of battles. I am concerned about the application 
of the funding system. We need to work on nonpoint source pollu- 
tion problems. We will work with you on that. I am delighted to 
support these authorization levels, and look forward to working 
with my colleagues on this committee to make sure that dollars are 
available to meet the implied promise of the authorization levels. 
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[The prepared statement of Hon. Christopher S. Bond follows:] 

Statement of Hon. Christopher S. Bond, U.S. Senator from the State 

OF Missouri 

Mr. Chairman, let me commend you. Senator Smith, Senator Graham and Sen- 
ator Crapo for your hard work in developing this bipartisan proposal to increase 
funding for water infrastructure. The environmental debate today is far too polar- 
ized. This bill should serve as an example to those who care about the environment 
on what can happen when people come together. 

Every person, every family, every community in America depends on clean and 
safe water. America can be proud of all that we have accomplished to bring clean 
and safe water to so many of us. 

However, communities around the nation, and communities in Missouri, know 
that we need more funds to provide the water we need and deserve. 

A recent EPA report stated that 84 percent of Safe Drinking Water Act violations 
in 2001 were committed by systems serving fewer than 3,300 customers. I doubt 
that many of these systems want anything other than clean water for their citizens. 
I imagine that most all lack the funds to provide the services they would like to 
provide. 

We have communities in Missouri like Pickering, in the northwestern Missouri, 
that are so small that they just plain can’t afford wastewater treatment works. It’s 
hard to tell the 150 residents and one business in Pickering that they should just 
raise their rates to build the clean water they need. 

Medium-sized communities like Lebanon, MO, in the southwest part of the State, 
struggle with problems like sanitary sewer overflows. They have tripled their water 
rates and they are still millions of dollars behind what they need for wastewater 
system they deserve. 

Then of course, large cities like St. Louis share many of the problems faced by 
old urban cities like those here on the East Coast and across the nation. I once 
heard that Philadelphia loses enough water from its pipes every day to supply all 
of New Orleans. I don’t know how St. Louis and Kansas City would compare, but 
I believe we are right in there with everyone else. 

So it is good that we have a bipartisan bill before us to meet our overwhelming 
need for additional water spending. 

There are many positive measures in this bill. I support higher authorization lev- 
els. Although, I would remind my colleagues that our work will not be complete 
when we pass a reauthorization. We must also work to increase the money allocated 
for water needs in the appropriations process. Then we can make sure money is ac- 
tually spent, and not just wished for. 

Measures to increase State flexibility and help disadvantaged communities are 
also positive. Although, we must make sure that we don’t overload our States and 
applicants with too many new requirements. It doesn’t make a lot of sense to give 
with one hand and take away with the other in the form of new mandates and re- 
quirements. 

I support efforts to broaden funding eligibility for nonpoint source problems. The 
farmers and communities of Missouri want to do their part to improve water qual- 
ity, but they need the help and tools to do so. 

I am concerned with the proposed new formula for allocating money for the Clean 
Water SRF. I understand the desire expressed by many that the current system is 
outdated and unfair. A new system should be based on needs. I also understand the 
advantages of learning from the safe drinking water formula. However, early indica- 
tions are that Missouri will suffer under the new formula. We will need to confirm 
that point and examine it in further detail. 

For now, thank you again Mr. Chairman, and my fellow members, and I look for- 
ward, for the sake of our communities and the environment, to working with all of 
you to make additional water funding a reality. 

Senator Jeffords. Senator Crapo. 

OPENING STATEMENT OF HON. MICHAEL D. CRAPO, 

U.S. SENATOR FROM THE STATE OF IDAHO 

Senator Crapo. Thank you very much, Mr. Chairman, for calling 
this hearing today. To our witnesses, I want to say that I look for- 
ward to your insight on S. 1961, the Water Investment Act. 
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You know, in terms of looking at the environment and the major 
issues of our nation, I think that the issues we deal with in this 
legislation are probably the single most significant environmental 
issue in America today. If not, they certainly compete for being 
among the most significant issues that we deal with. 

We are looking at not only improving and strengthening our ef- 
fort at clean water, but also at safe drinking water around this na- 
tion, and a long-needed reform and strengthening of the system. 

As you know, when I first joined this committee as Chairman of 
the Fisheries, Wildlife, and Water Subcommittee, the late Senator 
John Chafee and I began a long process of assessing the perform- 
ance of our water and waste water infrastructure statutes, and ex- 
ploring needed improvements to addressing these outstanding 
problems. This process continued under his successor as chairman. 
Senator Smith. 

Over the past 3 years, I have convened many hearings and meet- 
ings with the stakeholders and Agency officials to debate how to 
address the problems of our communities with unmet water and 
waste water infrastructure needs. 

With the able partnership of yourself, Mr. Chairman, Senator 
Graham and Senator Smith, I am pleased that we have been able 
to culminate this work in S. 1961. As has been indicated here al- 
ready, this is a very strong, bipartisan package, and we have had 
many, many hours of meetings together to try to resolve the var- 
ious differences in approach on how to solve these issues. We have 
come up with remarkably a strong basis of common ground with 
which to move forward. 

Although we are likely to hear testimony on other bills pending 
before the committee, I want to confine my comments just to S. 
1961. 

This legislation has several important provisions and goals, in- 
cluding modernizing State water pollution control revolving pro- 
grams, and ensuring the allocation of funds that reflect the public 
health and water quality needs of our nation; streamlining State 
assistance programs for maximum efficient use of funds by States 
and communities; assisting disadvantaged communities, and en- 
hancing the capacity of small systems to better service the public; 
and ensuring the enhanced Federal contributions to State assist- 
ance programs, as matched by appropriate accountability from 
those who are receiving the funds. 

These are strong guiding principles, and the ones that the com- 
mittee should remember, as we advance this proposal through the 
legislative process. 

The needs of our nation’s waste water and water infrastructure 
systems are enormous. Because Federal regulations drive the ma- 
jority of the cost for communities, I think it is only appropriate for 
us to recognize that there is a strong Federal interest to help utili- 
ties and the public to address their needs. To help provide the Fed- 
eral share, this bill authorizes a bold investment of $35 billion over 
5 years, to invigorate State and revolving funds with the goal that 
these funds will be self-sustaining at the end of that investment pe- 
riod. 

The bill also aims to increase flexibility for States in managing 
their assistance programs to explore avenues, to reduce costs, to 
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target resources to those most in need. It also embodies my com- 
mitment to assist rural areas in our most distressed communities 
with additional resources, and to help them serve the public. 

Although it is tempting to turn this legislation into a vehicle for 
individual proposals and controversial concepts, S. 1961 represents 
the collaboration and hard work of many who recognize that the 
goal of assisting communities should be our guiding principle. 

If this important bill is to become law, controversial issues 
should be put aside for another time. I am not just referring to the 
one that was brought up already in this hearing. There are going 
to be, I believe, a number of controversial issues that could be prob- 
lems for moving this legislation expeditiously. 

Too many communities are waiting for the assistance this bill 
will provide to see legislation brought down by other difficult pro- 
posals. 

With that, Mr. Chairman, I want to once again welcome our wit- 
nesses from all the panels. Your comments have been helpful 
throughout this process, and I look forward to your insights on S. 
1961. Thank you. 

[The prepared statement of Hon. Mike Crapo follows:] 

Statement of Mike Ceapo, U.S. Senator from the State of Idaho 

Mr. Chairman, thank you for calling together this hearing. To our witnesses here 
today and on Thursday, I look forward to your insights on S. 1961, the Water In- 
vestment Act. 

As you know, when I joined this committee as Chairman of the Fisheries, Wildlife, 
and Water Subcommittee, then-Chairman, the late Senator John Chafee and I 
began a long process of assessing the performance of our water and wastewater in- 
frastructure statutes and exploring needed improvements to address outstanding 
problems. This process continued under his successor as Chairman, Senator Smith. 
Over the past 3 years, I have convened many hearings and meetings with the stake- 
holders and agency officials to debate how to address the problems of communities 
with unmet water and wastewater infrastructure needs. With the able partnership 
of Chairman Jeffords and Senator Graham, I am pleased that we have been able 
to culminate this work into S. 1961. 

Although we are likely to hear testimony on other bills pending before the com- 
mittee, I would like to confine my comments to S. 1961. This legislation has several 
important provisions and goals including: 

• modernizing State water pollution control revolving programs and ensuring the 
allocation of funds reflects public health and water quality needs 

• streamlining State assistance programs for meiximum efficient use of funds by 
States and communities 

• assisting disadvantaged communities and enhancing the capacity of smaller sys- 
tems to better serve the public 

• ensuring the enhanced Federal contributions to State assistance programs is 
matched by appropriate accountability by those who receive funding 

These are strong guiding principles and ones that the committee should remember 
as we advance this proposal through the legislative process. 

The needs of our nation’s water and wastewater infrastructure systems are enor- 
mous. Because Federal regulations drive the majority of costs for communities, it 
is appropriate for us to recognize there is a Federal interest to help utilities and 
the public address their needs. To help provide the Federal share, this bill author- 
izes a bold investment of $35 billion over 5 years to reinvigorate State revolving 
funds with the goal that these funds will be self-sustaining at the end of the invest- 
ment period. 

The bill also aims to increase flexibility for States in managing their assistance 
programs, explore avenues to reduce costs, and target resources to those most in 
need. It also embodies my commitment to assist rural areas and our most distressed 
communities with additional resources to help them serve the public. 

Although it is tempting to turn this legislation into a vehicle for individual pro- 
posals and controversial concepts, S. 1961 represents the collaboration and hard 
work of many who recognize the goal of assisting communities should be our guiding 
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principle. If this important bill is to become law, controversial items are best put 
aside for another time. Too many communities are waiting for the assistance this 
bill will provide to see the legislation brought down by difficult proposals. 

With that, I want to once again welcome our witnesses for all our panels. Your 
comments have been helpful throughout this process and I look forward to your in- 
sights on S. 1961. 

Thank you Mr. Chairman. 

Senator Jeffords. Senator Voinovich. 

OPENING STATEMENT OF HON. GEORGE V. VOINOVICH, 

U.S. SENATOR FROM THE STATE OF OHIO 

Senator Voinovich. Thank you, Mr. Chairman. I would like to 
commend you, Senators Graham, Crapo, and Smith for proposing 
this legislation that addresses the incredible unmet water infra- 
structure needs that we have in this country. 

It is all too clear to me that we are facing an environmental and 
public health crisis in the country when it comes to water infra- 
structure, and I am pleased that this committee has made it a pri- 
ority to address this problem with the Water Investment Act and 
other needed measures. 

I think Senator Bond really made a point. We are here author- 
izing. You know, the last couple of years, we have had a bill before 
this committee, in terms of the revolving loan fund for sewers. We 
have not been able to get that done, because of the fact that there 
was a debate over Davis-Bacon. 

So it got nowhere, and I have been working with groups, to see 
if we cannot compromise this thing out. We ought to get into that 
and try and work it out. All of you ought to understand, if we do 
not work that out, the bill is not going to go anywhere. So that is 
No. 1. 

No. 2 , even if we do authorize it, this issue has to be given a 
higher priority by the Administration and by this country. I think 
the reason why 0MB does not pay any attention to it is, they fig- 
ure that the cost of this stuff belongs in the local governments, and 
why should the Federal Government pick it up? 

Now we had a little bill, a $1.5 billion bill, that Senator Smith 
and I and a couple others put together and got through this com- 
mittee, that would have made grants over a 2-year period. There 
was not a dime for it in the last budget. The last budget had, what, 
$1,350,000. In my State, we could use $7 billion a year, to take 
care of the problem. 

So the fact is, you are all going to have your testimony today. We 
will listen to you. We will try and get a bill out of here, but there 
are some fundamental things that we need to face up to. 

One of them is to get the money to get it appropriated. We have 
now, you know, the war on terrorism abroad, at home, homeland 
security, and the rest of it, and all these things that have to be rec- 
onciled. I think that that is where we are going to have to talk 
about this. I think it gets back, Mr. Chairman, to the appropri- 
ators. 

You cannot do it all. You know, if we are going to do homeland 
security in our water systems, and we do not have safe drinking 
water and we do not have sewers, that is another threat to the peo- 
ple in their communities. It is a big threat. 
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So somehow, some of this has to be reconciled. We cannot, at this 
stage of the game, say, well, it is all homeland security, and let us 
ignore the infrastructure problems that have been out there. The 
fact of the matter is that this Congress and this Administration 
have a responsibility in this area. We have foisted upon local com- 
munities enormous costs, in most cases, justifiable; but they are in- 
capable of handling them, incapable. 

In my State, Senator Crapo and I had a hearing in Ohio, where 
there was a 100 increase in their water rates, in order to comply 
with these new mandates that are coming out. We have a role to 
play in helping to pay for this. 

So I am very happy to be here. I hope we can get this out today. 
I hope we can work out the Davis-Bacon thing, but the key is, we 
have to get this as a national priority, if we expect to get the job 
done. Thank you. 

[The prepared statement of Senator Voinovich follows:] 

Statement of Hon. George V. Voinovich, U.S. Senator from the State 

OF Ohio 

Thank you, Mr. Chairman. I would first like to commend you and Senators 
Graham, Crapo, and Smith for proposing legislation that looks to address our na- 
tion’s incredible unmet water infrastructure needs. 

It is all too clear to this Senator that we are facing an environmental and public 
health crisis in this country when it comes to water infrastructure, and I am very 
pleased that this committee has made it a priority to address this problem with the 
Water Investment Act and other needed measures. 

Since coming to the Senate, I have made it a goal of mine to address the hundreds 
of billions of dollars of unmet wastewater and drinking water needs across the coun- 
try as indicated in the EPA’s Clean Water and Safe Drinking Water needs surveys. 
Other independent groups, such as the Water Infrastructure Network have docu- 
mented a $23 billion per year gap between infrastructure needs and current spend- 
ing. 

Over the last 2 years, I have held a number of meetings with officials from Ohio 
municipalities and sewer districts to discuss their wastewater infrastructure con- 
cerns. In addition. Senator Crapo was kind enough to conduct a field hearing as 
Chairman of the Fisheries, Wildlife and Water Subcommittee in Columbus last 
April to discuss Ohio’s wastewater infrastructure needs. 

Last year, I introduced the Clean Water Infrastructure Financing Act (S. 252) to 
reauthorize the highly successful, but undercapitalized, Clean Water State Revolv- 
ing Loan Fund (SRF) program. S. 252, and its companion bill in the House, H.R. 
668, have strong bipartisan support. 

Congress created the Clean Water SRF program in 1987 to replace the construc- 
tion grants program of the Clean Water Act. Under the construction grants pro- 
gram, the Federal Government paid up to 75 percent of the cost of a wastewater 
infrastructure project. Under this program, our country made a substantial amount 
of progress to clean our water. Since then. States and localities have used the Clean 
Water SRF loan program to help meet critical environmental infrastructure financ- 
ing needs. 

However, as I indicated a moment ago, in many States, the need for public waste- 
water system improvements greatly exceeds typical Clean Water SRF funding lev- 
els. For instance, in fiscal year 2002, a level of $1.35 billion was appropriated for 
the Clean Water SRF program. However, in Ohio alone, about $7.4 billion in needs 
have been identified. 

The city of Akron, for example, has proposed a CSO Long-Term Control Plan that 
will cost more than $248 million to implement — nearly 20 percent of the total SRF 
level appropriated in fiscal year 2002 for the entire nation. Without outside funding, 
Akron’s sewer rates could more than double. 

In many instances, communities face having to increase rates — sometimes as 
much as 100 percent or more — in order to comply with a number of Federal require- 
ments. Without outside help, many of these communities cannot respond to the 
needs of their citizens. Simply put, if the Federal Government mandates it, the Fed- 
eral Government ought to help pay for it. 
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Authorization for the Clean Water SRF expired at the end of fiscal year 1994, and 
the continued failure of Congress to reauthorize the program sends an implicit mes- 
sage that wastewater infrastructure is not a national priority. Well, Mr. Chairman, 
we cannot afford to continue to ignore our unmet needs, and I believe that reauthor- 
izing the Clean Water SRF program should fit right into our homeland security 
agenda. 

My bill, the Clean Water Infrastructure Financing Act, would authorize a total 
of $15 billion over the next 5 years for the Clean Water SRF program. Additionally, 
my bill would provide technical and planning assistance for small systems, expand 
the typed of projects eligible for loan assistance, and offer financially distressed com- 
munities extended loan repayment periods and principal subsidization. The bill 
would also allow States to give priority consideration to financially distressed com- 
munities. 

Mr. Chairman, I am pleased that your bill, the Water Investment Act, includes 
the core elements of my Clean Water SRF reauthorization bill. As someone who has 
had a long-standing interest in water infrastructure issues, I would like to see this 
committee support legislation that would increase funding for our nation’s water in- 
frastructure needs, increases State and local community flexibility to use SRF 
funds, provide our small communities assistance in financing their water infrastruc- 
ture needs, and offer financially distressed additional consideration and assistance. 

While the funding levels included in the proposed legislation is modest compared 
to what is needed to bridge the enormous water infrastructure funding gap, passage 
of lemslation which increases the authorization levels for the Clean Water and Safe 
Drinking Water SRF programs would be a great step in the right direction. 

Even though the loans provided by the SRF programs can help many communities 
finance water infrastructure projects, even a low-interest or no-interest loan can be 
too expensive for some communities. That is why I have also been a strong sup- 
ported of the 2-year, $1.5 billion Wet Weather Grants Program that Congress en- 
acted in 2000. I worked last year to fully fund the first year of the program. Al- 
though Congress did not provide any funding to the program, I will continue to push 
for the necessary funding to keep this program viable. 

I would like to thank you, Mr. Chairman, for including the Clean Water Infra- 
structure Financing Act on today’s agenda. I look forward to the testimony from this 
morning’s witnesses, and I also look forward to working with you and Senators 
Graham, Crapo, and Smith as the committee moves forward with its important 
water infrastructure legislative agenda. Thank you. 

Senator Jeffords. Well, thank you. 

Senator Inhofe asked unanimous consent to place his statement 
in the record. Without objection, that is done. 

[The prepared statement of Senator Inhofe follows:] 

Statement of Hon. James Inhofe, U.S. Senator from the State of Oklahoma 

Mr. Chairman, thank you for calling this hearing to discuss the important issue 
of water infrastructure. I commend you and Senators Graham, Crapo, and Smith 
for the hard work that was done to introduce this bi-partisan bill. This bill is a step 
in the right direction toward the continued improvement of the water infrastructure 
of this nation. This is an important bill for the nation and is especially important 
for Oklahoma. This bill will be of tremendous benefit not only to our citizens, by 
providing safe drinking water, but also to the environment by the continued im- 
provement of water quality. 

Both the Clean Water and Drinking Water Program are very popular with local 
communities seeking assistance for clean and drinking water projects. Both program 
provide “lower” than market rate loans to assist communities to come into compli- 
ance with the respective Federal acts. Extending and increasing the Federal con- 
tribution for these programs will allow States to better meet the financial demands 
placed on these funds. 

The Water Investment Act contains many positive measures including the higher 
authorization levels, an increase in the percentage of funds set aside for Indian pro- 
grams, and the increased flexibility afforded the States to manage their water pro- 
grams. The measures contained in this bill that provide additional help for dis- 
advantaged and small communities are also sorely needed. 

A primary concern with extending and increasing the Federal amount is the avail- 
ability of the required 20 percent State matching funds. For your reference, I have 
attacked a copy of two tables that reflect how Oklahoma has generated matching 
funds for both the Clean Water and Drinking Water SRF programs. As you can see 
we have had to issue match notes to provide the required State matching funds for 
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the more recent capitalization grants. [State funds equaling 20 percent of the Fed- 
eral capitalization grant has to remain in the fund.] Currently, we are utilizing 
Fund interest and investment earnings as the primary source to re-pay these State 
match notes. Future debt for State match notes and lower investment and interest 
earnings will continue to increase the financial burden to our SRFs. Another con- 
cern is that this bill does not do enough to assist our larger communities, those that 
serve over 10,000 customers, in meeting the infrastructure needs of their aging 
water systems. 

Thank you again Mr. Chairman for calling this hearing. I look forward to working 
with my colleagues on this piece of legislation to invest in the water infrastructure 
of our nation. 



state of Oklahoma. — Source of State Match Drinking Water State Revolving Fund 


Cap Grant 

Federal Appropriated Amount 

State Match Amount 

Over Match Amount 

Notes 

Less Utilized Set-asides 

Total Available for 
Assistance 

97 


$17,561,900 

$3,512,380.00 

$0.00 

(1) 

$5,444,189.00 

$15,630,091.00 

98 


$10,224,200 

$2,044,840.00 

$0.00 

(2) 

$3,169,502.00 

$9,099,538.00 

99 


$10,716,000 

$2,143,200.00 

$0.00 

(3) 

$2,786,160.00 

$10,073,040.00 

2000 


$11,137,000 

$2,227,400.00 

$0.00 

(4) 

$1,781,920.00 

$11,582,480.00 

2001 


$11,183,000 

$2,237,600.00 

$1,000.00 

(4) 

$2,254,670.00 

$11,165,930.00 

2002 


$12,446,500 

$2,489,300.00 

$0.00 

(5) 

$3,236,090.00 

$0.00 

$11,699,710.00 

$0.00 









$73,268,600 

$14,654,720.00 

$1,000.00 


$18,672,531.00 

$69,250,789.00 

1 



Notes: 

(1) $3,500,000 of State match from the Constitutional Reserve Fund and $12,380 transferred from OWRB grant account. 6/12/98, S.B. 965 

(2) $2,000,000 of State match appropriated by legislature and $44,840 transferred from OWRB grant account. 

(3) State match from the Oil Overcharge Fund 

(4) 2001 State match note paid from investment and interest earnings on DWSRF accounts and the Guymon Ketchum bond loans. $2,227,400 went toward matching the fiscal year 2000 cap grant and $2,237,600 toward the fiscal year 
2001 grant State match. 

(5) Match has not been identified at this time. Currently being considered by Oklahoma Legislature 
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Federal Fiscal Year 

Federal Appropriated Amount 

State Match Amount 

Over Match Amount 

Notes 

Less 4 Percent Admin. 
Amount 

Total Available for 
Assistance 

1988 


$ 9 , 278,000 

$ 1 , 855 , 600.00 

$ 0.00 

( 1 ) 

$ 371 , 120.00 

$ 10 , 762 , 480.00 

1989 


$ 7 , 597,400 

$ 1 , 519 , 480.00 

$ 0.00 

( 1 ) 

$ 303 , 896.00 

$ 8 , 812 , 984.00 

1990 


$ 7 , 862,000 

$ 1 , 572 , 400.00 

$ 0.00 

( 2 ) 

$ 314 , 480.00 

$ 9 , 119 , 920.00 

1991 


$ 16 , 580,619 

$ 3 , 316 , 124.00 

$ 0.20 

( 2 ) 

$ 663 , 224.76 

$ 19 , 233 , 518.24 

1992 


$ 15 , 697,737 

$ 3 , 139 , 548.00 

$ 0.60 

( 3 , 4 ) 

$ 627 , 909.48 

$ 18 , 209 , 375.52 

1993 


$ 15 , 528,546 

$ 3 , 105 , 709.00 

-$ 0.20 

( 3 ) 

$ 621 , 141.84 

$ 18 , 013 , 113.16 

1994 


$ 9 , 632,600 

$ 1 , 926 , 520.00 

$ 0.00 

( 5 ) 

$ 385 , 304.00 

$ 11 , 173 , 816.00 

1995 


$ 9 , 951,183 

$ 1 , 990 , 237.00 

$ 0.40 

( 6 ) 

$ 398 , 047.32 

$ 11 , 543 , 372.68 

1996 


$ 16 , 300,350 

$ 3 , 260 , 069.00 

-$ 1.00 

( 6 , 7 ) 

$ 652 , 014.00 

$ 18 , 908 , 405.00 

1997 


$ 4 , 986,100 

$ 1 , 018 , 670.00 

$ 21 , 450.00 

( 7 ) 

$ 199 , 444.00 

$ 5 , 805 , 326.00 

1998 


$ 10 , 879,110 

$ 2 , 184 , 466.94 

$ 8 , 644.94 

( 8 ) 

$ 435 , 164.40 

$ 12 , 628 , 412.54 

1999 


$ 10 , 880,001 

$ 2 , 281 , 647.00 

$ 105 , 646.80 

( 9 ) 

$ 435 , 200.04 

$ 12 , 726 , 447.96 

2000 


$ 10 , 996,702 

$ 2 , 282 , 330.94 

$ 82 , 990.54 

( 10 ) 

$ 439 , 868.08 

$ 12 , 839 , 164.86 

2001 


$ 10 , 746,747 

$ 156 , 917,095 

$ 2 , 149 , 349.40 

$ 31 , 602 , 151.28 

$ 2 , 154 , 818.89 

$ 2 , 373 , 551.17 

( 11 ) 

$ 429 , 869.88 

$ 6 , 276 , 683.80 

$ 12 , 466 , 226.52 

$ 182 , 242 , 562.48 

1 



Notes 

(1) State match from the Statewide Water Development Fund, 07/30/88, H.B. 1571; 04/26/89, S.B. 51 

(2) State match from the Special Cash Fund, S.B. 144, 03/20/91 

(3) State match from the Constitutional Reserve Fund, 05/28/93, S.B. 390; 05/18/94, H.B. 2761 

(4) $200,000 in State match provided by Ute settlement — State of New Mexico and $47,501 in State match provided from OWRB grant account. 

(5) 1994 State Match provided by OWRB Note Series 1994. Note paid from moneys in the Debt Service Reserve Fund (the “1985 Reserve Fund’’) for the Board's 1985 Bonds. 

(6) 1996 Match note paid from investment and interest earnings on CWSRF accounts and the Guymon and Ketchum bond loans. $1,990,236 toward the fiscal year 95 cap grant State match and $2,018,545 toward the fiscal year 96 cap 

grant State match. 

(7) 1997 State match note paid from investment and interest earnings on CWSRF accounts and the Guymon and Ketchum bond loans. $1,241,524 went toward matching part of the fiscal year 96 cap grant and $1,018,670 toward the fis- 
cal year 97 grant State match. 

(8) 1998 State match note paid from investment and interest earnings on CWSRF accounts and the Guymon and Ketchum bond loans. 

(9) 1999 State match note to be paid from investment and interest earnings on CWSRF accounts and the Guymon and Ketchum bond loans. 

(10) 2000 State match note to be paid from investment and interest earnings on CWSRF accounts and the Guymon and Ketchum bond loans. 

(11) 2001 State match note to be paid from investment and interest earnings on CWSRF accounts. 
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Senator Jeffords. The time is now, Senator Kyi. 

[Laughter.] 

STATEMENT OF HON. JON KYL, A U.S. FROM THE STATE 
OF ARIZONA 

Senator Kyl. Thank you, Mr. Chairman, that was most instruc- 
tive. Mr. Chairman, thank you for the opportunity to testify today. 

I will he very brief I just want to testify about something in this 
bill that I think, if we are successful in getting it through, every- 
body can be very proud of, and it will certainly help me a great 
deal. I have in mind the provisions that rectify the unfairness with 
respect to the allocation formula for the Clean Water State Revolv- 
ing Fund. 

Interestingly, in 1996, when the Safe Drinking Water Act was 
adopted, the funds from the Drinking Water Fund were allocated 
on the basis of a quadrennial infrastructure needs survey, which is 
conducted by the States under EPA’s supervision and guidance. 

But that is not true for the much larger Clean Water Fund. As 
a result, in the Clean Water Fund, Arizona, which is the fastest 
growing State in the country, ranks 53d out of the 50 States, 53. 
Now that is behind Guam, Puerto Rico, and the District of Colum- 
bia. 

Based upon the needs survey conducted by the States under 
EPA’s supervision, Arizona would rank 16th. Obviously, Arizona is 
being shorted considerably, and there are other unfairnesses, as it 
is to Arizona, with some other States, especially fast growing 
States. 

I have just a couple of statistics here. Arizona receives .41 per- 
cent of the documented need, while other States with comparable 
population receive 2.4 percent of documented need, which is six 
times as great a percentage. In fact, some States receive as much 
as 17 percent. So I think everybody can agree that this is unfair. 

I would just take one State, Maryland, a State with roughly the 
same population as Arizona, and a similar need in the most recent 
survey. It receives almost four times the actual funding that Ari- 
zona receives. 

So we have some significant discrepancies. Eortunately, this bill 
would correct that. That is why I said, I think the committee can 
feel very good about its work in this area. 

Let me just mention. Senator Smith asked me, well, how did the 
formula get adopted this way? Nobody knows for sure, but we 
think we know the culprit. Back 15 years ago, on a conference com- 
mittee who developed a formula, it was based on an earlier con- 
struction grant program, that bore no relationship to waste water 
infrastructure requirements. That is when the percentages were 
fixed. It has been that way ever since. 

Mr. Chairman, let me just mention two other quick things. There 
is in the legislation that Senator Graham has drafted, a proposal 
to fix this, as I said, but it has a very high minimum share of 1.1 
percent. I would urge the committee to look at that. That will, 
itself, skew some of the results. 

Eor example, the State of Wyoming receives 17 percent of its 
total need each year. Based upon this minimum, in 3 years, Wyo- 
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ming would pay for everything that it had to have build out, and 
there would not be anything left. 

The other thing that I want to say is that I hope EPA will step 
up to the plate here. For 15 years, it has been administering a 
fund, without ever really raising any questions, to my knowledge. 
We have written officials at EPA, and still have not gotten a re- 
sponse. 

I think EPA has a responsibility here, if it is really concerned 
about meeting the needs of the country, to help revise this formula, 
to be supportive of it, and I hope that EPA will support the com- 
mittee in its effort to make this fair. 

Let me thank you, again, Mr. Chairman, and also staff, and my 
personal thanks especially to Michele Nellenbach and Catherine 
Cyr of the committee staff, for their assistance to my staff in work- 
ing on this. 

I will be very happy to work with you as you move forward with 
this. Again, I thank you for seeing to it that a very big wrong is 
corrected, as a result of one of the provisions of this bill. 

Thank you again, Mr. Chairman. 

[The prepared statement of Senator Kyi follows:] 

Statement of Senator Jon Kyl, U.S. Senator from the State of Arizona 

Thank you, Mr. Chairman, for allowing me to participate in this important hear- 
ing. I would like to commend you for calling a hearing that addresses the allocation 
formula for the Clean Water State Revolving Fund. You and your staff, along with 
other committee members and staff, have been most open and helpful, allowing my 
staff to become involved in the work of the committee on this issue. I would like 
to extend my personal thanks to Michele Nellenbach and Catharine Cyr of the com- 
mittee staff for their efforts on my behalf. 

Mr. Chairman, as you and the other members of this committee know, the reason 
I am here today is to address the gross inequity of the current allocation formula 
for the Clean Water State Revolving Fund. Mr. Chairman, I have worked through- 
out the past year to create dialog on this issue and encourage my colleagues to sup- 
port a more equitable Clean Water Funding formula. I am pleased that the com- 
mittee has addressed this issue in the Water Investment Act of 2002. 

As you know, this issue is important to my home State of Arizona. Arizona ranks 
161 in the most recent needs survey. However, under the Revolving Fund’s fixed al- 
locations, Arizona ranks last among the 53 States, territories and the District of Co- 
lumbia in proportional share of need fulfilled. Arizona receives just 0.41 percent of 
documented need while other States with comparable population receive 2.4 percent 
of documented need, six times as great a percentage. Some States receive as much 
as 17 percent. I think we would all agree such a system of allocations is unfair. 

Addressing this inequity is of critical importance to the State of Arizona. I am 
here today to urge my colleagues to lend their support to adopting a needs-based 
approach for allocations under the Clean Water Revolving Fund that addresses in- 
equities like those I have just highlighted. 

The State Revolving Fund is crucial in ensuring States have the fiscal resources 
to address the most critical shortcomings in wastewater infrastructure. However, 
the State of Arizona, along with many others, including Florida, California, Virginia, 
and others, do not receive a fair share of the funds authorized and appropriated by 
Congress each year. This is not the fault of the EPA. The EPA allocates the funds 
among the States according to the formula that was set forth in the Clean Water 
Act in 1987. And that, Mr. Chairman, is the source of the inequity. 

The formula created by Congress was developed behind closed doors, during the 
conference for the Clean Water Act. The allocation percentages were based on an 
earlier construction grant program that bore no relationship to the wastewater in- 
frastructure requirements, and the percentages were fixed. That is to say, once the 
Act was signed into law, each State would receive the same share of available funds 
in perpetuity, unless the Act itself were amended. As you know, we have yet to ei- 
ther amend or reauthorize the portion of the act pertaining to the faulty formula, 
and I applaud the committee for placing this issue on the legislative agenda. 
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It is interesting to note that, when Congress enacted the 1996 Safe Drinking 
Water Act, we ensured that no such inequity would haunt the newly created Drink- 
ing Water State Revolving Fund. From its inception, the Drinking Water Fund was 
allocated on the basis of a quadrennial infrastructure needs survey conducted by the 
various States under EPA supervision and guidance. The survey involves the States 
in determining their own needs for drinking water infrastructure, to ensure compli- 
ance with EPA regulations. The EPA, in turn, validates the State submissions and 
compiles them in a report to Congress. The EPA then allocates Drinking Water 
Fund appropriations on the basis of each State’s proportional share of the total 
need. 

There is a fundamental fairness associated with allocating the funds on the basis 
of the survey. The States themselves participate in the survey. The EPA has over- 
sight, but in the end, valid needs are simply compiled into the aggregate, and the 
resulting shares determine Drinking Water Fund allocations among the States. Un- 
fortunately, the same is not true for the much larger Clean Water Fund. A Clean 
Water Needs Survey is performed by the States and the EPA in fashion similar to 
the compilation of the Drinking Water Needs Survey. The Clean Water survey, how- 
ever, has no impact on Clean Water Fund allocations. I believe, as I’m sure do most 
of my fair-minded colleagues, that it is time we take action to right this wrong. 
There is no reason for the Drinking Water Fund to be allocated fairly on the basis 
of actual need, while the Clean Water Fund is allocated on an arcane set of fixed 
percentages that were established before most of us were elected to Congress. 

I ask you if it is equitable for the State of Maryland, a State with roughly the 
same population as the State of Arizona, and similar need according to the most 
recent survey, to receive almost four times the actual funding? When looked at in 
terms of percentage of need funded, Maryland receives almost seven times what Ari- 
zona receives. Is that fair? No, it is not. And this is only one example. 

I have submitted to the committee two potential formula changes for the Clean 
Water Fund. I note that the draft legislation proposed by Senator Graham is similar 
to one of my proposals, except that Senator Graham’s proposal includes a very high 
minimum share of 1.1 percent. The current fixed percentage Clean Water Fund for- 
mula also has a minimum share, of 0.4971 percent. While I support the Needs Sur- 
vey basis of Senator Graham’s proposal, I believe the 1.1 percent share is so high 
that it creates a different sort of inequity: creating a system that redistributes funds 
from those States with high levels of validated need to those with less need. In fact, 
at current levels of appropriations, and under the current minimum share of 0.4971 
percent, the State of Wyoming receives 17 percent of its total need per year. With 
a 1.1 percent minimum share, Wyoming would receive one third of its total need 
per year, and would continue to receive the same amount after 3 years when, theo- 
retically, all its need would have been met. 

Mr. Chairman I would ask the committee to reexamine this provision. I support 
a minimum share to ensure the smaller States receive some meaningful amount of 
funding for their needs. However, I believe the floor should not be set at a level that 
creates new inequities and perpetuates existing problems. 

My friends, it is simply an issue of fairness. Not even my colleagues from those 
States that stand to lose funding can argue against the fairness of a needs-based 
allocation formula. In fact, in the vote for my proposed amendment to the VA-HUD 
Appropriations Bill, Senators Allard and Feingold, both from States that would have 
lost funding under my proposal at the time, voted in favor of my amendment. There 
is a sense of fair play within the Senate. I urge the committee to capitalize on it 
and support legislation that will ensure the next budget we pass will allocate the 
Clean Water State Revolving Fund on a fair and equitable basis. I pledge my sup- 
port to any reasonable legislation, including Senator Graham’s proposal, that will 
create a needs-based allocation formula. 

Mr. Chairman, I call upon the Administration to exercise leadership on this im- 
portant issue. For the EPA to have administered the revolving fund for 15 years 
despite gross discrepancies between the Agency’s own assessment of needs and the 
formula allocations is simply wrong. The time has come for the Administration to 
support a formula change that takes account of the needs of every State. I would 
therefore ask the Administration to support this bill or a similar formula change. 

I thank you again, Mr. Chairman, for the opportunity to participate in this hear- 
ing. At this time I would like to ask one question of the Administration’s witness. 

Senator Jeffords. Thank you, Senator. 

Are there any questions? 

[No response.] 
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Senator Jeffords. I am going to keep on rolling. Somebody is 
going to replace me. 

Thank you very much for your testimony. 

Senator Kyl. Thank you, Mr. Chairman. 

Senator Jeffords. I would be interested in working with you. I 
understand, having been in Arizona, the problems are a little bit 
different than they are in Vermont. So I think we have to learn. 

Senator Kyl. You might be interested to know, and Senator 
Corzine spoke about the urban needs, but Arizona, I think, after 
Connecticut, is the most urbanized State in the country, in the 
sense that all the population is concentrated in a couple of big 
areas; but we also have some of the very poor rural issues, as well. 

So we are really very much like a lot of other States in the coun- 
try. As I say, add that to the fast growth, and you can see why we 
would rank No. 16 in needs. We have to get the formula a lot closer 
to that than 53d. 

Senator Jeffords. Well, I will be interested in following that. In 
the future, too, maybe you can comment, just where are we in the 
ability of water in Colorado, and what does the future look like? 

Senator Kyl. Well, there are some issues. But year after year, 
the States of California, Nevada, and Arizona, have worked more 
closely together, to ensure that the limited supply of water is allo- 
cated according to the Supreme Court’s rule, and California has 
been taking way more than its share, as everybody knows. 

California has committed to a 15-year program, or I think it is 
15 years, to get that down to what it is supposed to take. Unfortu- 
nately, last year was the first year of the program, and they went 
way over, 100,000 and some feet over of what they were supposed 
to take; but we will get that resolved. The Upper Basin States have 
been very cooperative in that regard, as well, Mr. Chairman. 

Senator Jeffords. I do not want you to miss your vote. 

Senator Kyl. Thank you. 

Senator Jeffords. Thank you, it was an excellent statement. 

Our second panel is Ben Grumbles, Deputy Assistant Adminis- 
trator for Water, U.S. Environmental Protection Agency, Office of 
Water. Thank you very much, and please proceed. 

STATEMENT OF BEN GRUMBLES, DEPUTY ASSISTANT ADMIN- 
ISTRATOR FOR WATER, U.S. ENVIRONMENTAL PROTECTION 

AGENCY, OFFICE OF WATER 

Mr. Grumbles. Thank you, Mr. Chairman. 

First of all, I would like to extend my deepest regrets on behalf 
of Tracey Meehan, who is not able to be here today to testify on 
behalf of the Office of Water. 

My second point is that it is indeed an honor to be able to appear 
on behalf of the Administration to testify on S. 1961. I can only 
hope that my testimony will be received more favorably than what 
I used to say as a House staffer, when I would come over here to 
try to argue in support of House water projects. That is often a 
very tough sell in this room. 

It is an honor to be here, and to talk a little bit on some of the 
principles and the importance of clean water and drinking water in 
S. 1961. 
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First of all, just a few of the principles and basics to keep in 
mind is the year of clean water, and the 30th anniversary of the 
Clean Water Act. 

There is a wide acknowledgment that there is, and the Senators 
have certainly talked about it, a tremendous funding gap. The 
basic principle is that to respond to that gap, it requires a partner- 
ship: Federal, State, local, private entities, all working together to 
respond to that gap. Second, through the partnership, there is a 
need to put more resources into water and waste water infrastruc- 
ture. Third, we need to reduce the costs by ensuring more efficient 
and productive use of these resources, through locally tailored, fis- 
cally sustainable management and technical approaches. 

Today, I will address some of the basic concepts and principles 
that we have, as we look to engage and to work constructively with 
the Congress and other stakeholders on the whole water and 
waste, water infrastructure issues. One is to recognize that there 
is a fundamental need for a strong partnership, public/private part- 
nership. 

Another is to recognize that there needs to be encouragement 
and incentives for fiscal sustainability and improved management; 
whether it is asset management, with some of the other mecha- 
nisms, to really get at the gap, and to have a more cost-effective 
approach. 

Another important principle involves recognizing the importance 
of cost-based rates: water and sewer rates. Another is to encourage 
innovation, and that is done through a variety of mechanisms, but 
certainly through increased research and development of innova- 
tive technologies and more cost effective approaches to waste water 
and drinking water treatment. 

A couple other principles are encouraging conservation and re- 
use reclamation of water and waste water. Then a final one is to 
encourage watershed-based approaches. 

Certainly, for the Administrator, a high priority of hers, as in- 
cluded in the budget request for fiscal year 2003, is to encourage 
more watershed-based approaches, through targeted initiatives 
that bring together drinking water and waste water, and focus on 
environmentally important projects. 

Now if I could just turn briefly to S. 1961, I am pleased to be 
able to say that in many respects, the legislation is important and 
a strong step forward. It has many provisions in it that encourage 
fiscal sustainability and greater flexibility. 

As you might have imagined, however, with respect to the fund- 
ing levels, the Administration cannot support the funding levels in 
the bill. They are not consistent with the overall priorities laid out 
in the budget. 

The Administration believes that we can have a constructive dia- 
log, and focus on various ways to help meet the needs, recognizing 
the funding levels, and that needs to be addressed. 

There are many other aspects of the legislation that are impor- 
tant steps forward. In the interest of time and brevity, I will just 
summarize by saying that there are aspects of the bill that we have 
provided technical assistance on, and that we look forward to talk- 
ing with you about. 
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There are a lot of good things in the legislation to encourage fis- 
cal sustainability. I think that is the keystone that we want to 
work with you on and focus on, while at the same time recognizing 
that there is a balance; and that the more provisions that are in- 
cluded, in terms of conditions on the loans, there is a greater rec- 
ognition that we must keep in sight that if we add more require- 
ments and conditions, that at some point, the utilities and the 
users will have a difficult process to go through in order to get the 
loans. 

So there is encouragement from our perspective, and we look for- 
ward to working with you and with the committee, and continuing 
this extremely important dialog on water and waste water infra- 
structure. 

Thank you, Mr. Chairman. 

Senator Jeffords. Thank you. 

Do you favor the approach in this bill in the allocation formula 
for the Clean Water State Revolving Fund, moving toward a needs- 
based approach, as in the Safe Drinking Water Act? 

Mr. Grumbles. Mr. Chairman, I think there are some excellent 
aspects to the way the allotment formula is contemplated in the 
legislation. I know that traditionally, certainly as a former staffer 
on a congressional committee, I know that the approach is to defer 
to Congress in coming up with the allotment formulas. 

I know that the model, the approach, that was used in the Safe 
Drinking Water Act amendments of 1996, has a lot of support 
among the various stakeholders. I certainly have heard, and I 
know that Administrator Whitman has heard, the message from 
others, including Senator Kyi, that as you do come up with an al- 
lotment formula, that needs has to be a significant part of that for- 
mula. 

Now there are other criteria that one may want to look at, such 
as the level of effort that States have provided. But certainly, I 
think we recognize that need is and should be an important compo- 
nent of an overall formula for allocation of the funds. 

Senator Warner. Mr. Chairman, I had a question. 

Senator Jeffords. Yes, Senator Warner. 

Senator Warner. I just visited a community in my State this 
week, which has been a beneficiary of this program. But in the last 
15 years, it has lost the shoe industry, the textile industry, and the 
tobacco industry which touches it is diminishing. There is the pea- 
nut problem, and I could go on and on, and the furniture business. 

They are in gridlock. They want to comply, and without the ben- 
efit of these funds, I just do not know what this community would 
do. So I am a strong supporter of the bill, in its present form, and 
I do hope we can move along with this. But it is a life and death 
matter with a lot of communities; several of them in my State. 

Thank you, Mr. Chairman. 

Senator Jeffords. Thank you for that helpful remark. 

In your testimony, you say the following. “A continuing popu- 
lation growth means that even increasing capacity at current levels 
of waste water treatment will not be enough to prevent water qual- 
ity degradation, and the development pressures on unprotected 
drinking sources will increase.” 
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But then you finish by saying, “The President clearly defined his 
priorities in the State of the Union as defense and homeland secu- 
rity. As the increased spending called for in this bill is not con- 
sistent with those priorities, the Administration does not support 
the funding levels contained in S. 1961.” 

In summary, you agree there is a great need for water infrastruc- 
ture funding. You recognize that at current levels, our nation will 
continue to pollute its waterways in an unacceptable level. But you 
conclude by saying, “The President only supports increased funding 
for defense and homeland security.” 

We are talking about safe drinking water here. We are talking 
about clean, fishable, swimmable lakes, rivers, and streams. We 
are talking about protecting human health and the environment. 
Are you telling us that this no longer is a goal of President Bush? 
Are you indicating that clean water and safe drinking water are 
not priorities of this Administration? 

Mr. Grumbles. Thank you, Mr. Chairman. 

That is an important discussion to respond to and to engage in. 
I think very clearly, clean water and safe drinking water are prior- 
ities and important aspects of the Administration and the budget 
request. I think there are a couple of things that need to be men- 
tioned. 

One is that the Administration does support the State revolving 
funds, but the Administration also recognizes that that is one tool, 
one aspect. The Administration recognizes that there is a large gap. 

I think like all of the people in this room, everyone knows that 
it is more than just a Federal funding issue. It is an issue about 
encouraging an approach that deals not just with the supply side, 
but the demand side, and looks at asset management, looks at pri- 
vatization incentives, tries to encourage State and local partner- 
ships, and encourages innovative technologies and approaches. The 
point is to try to have a more cost-effective and equitable approach. 
As the testimony points out, there are tremendous needs. There are 
growing populations. There is a need for some innovation. 

We very much look forward to engaging with the committee in 
a discussion over the Federal funding levels, and coming up with 
the best possible approach that recognizes that there are mandates, 
there are also affordability issues; but working through the State 
revolving funds, and exploring with a new look some of the more 
cost-effective and innovative approaches, such as asset manage- 
ment, that will make tremendous progress, as we face the chal- 
lenges ahead. 

Senator Jeffords. Well, I look forward to further discussion on 
this, because I am just not quite sure how all of that comes about, 
without sufficient increases in funds. 

Anyway, they are holding the Senate up, and we cannot let them 
do that. So I will be back, hopefully. 

[Recess.] 

Senator Corzine [presiding]. The hearing will come to order. 

I think we will move to the third panel in this hearing: Mayor 
Doug Palmer from Trenton, NJ, and we are truly pleased he is 
here; Joseph A. Moore, Alderman from the city of Chicago. 
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It is always nice to have my first opportunity to chair a hearing 
while someone from my home State, who I care about, is about to 
testify. Mayor Palmer, would you like to start off? 

STATEMENT OF DOUGLAS H. PALMER, MAYOR, TRENTON, NJ, 

CHAIRMAN, URBAN WATER COUNCIL, CONFERENCE OF MAY- 
ORS 

Mr. Palmer. Certainly, and it is good to see you. Senator. We are 
very proud of you in New Jersey, and it is good to be here with 
you. 

As was stated, my name is Douglas Palmer. I am the Mayor of 
Trenton, NJ, and the chair of the Conference of Mayors’ IJrban 
Water Council. 

The Conference of Mayors is a national nonpartisan organization, 
that represents more than 1,100 cities across the nation. We rep- 
resent the largest water and waste water systems in the United 
States. 

Mr. Chairman, I would like to thank you and the other members 
of the committee for introducing S. 1961, the Water Reinvestment 
Act of 2002. 

I first would like to take a few minutes to discuss some key com- 
ponents of your bill, and to touch on a few of the Conference of 
Mayors and Urban Water Council priorities. Since I do not want 
to go over my allotted time, I also would like to submit my full tes- 
timony for the record. 

Senator Corzine. Without objection. 

Mr. Palmer. As you know, the issue of water and waste water 
infrastructure is critical to our nation and to our nation’s cities. To 
maintain healthy and viable communities, we must make sure that 
our water and drinking water supply is clean and safe. As Mayors, 
we have recognized that there is not enough local. State, or Federal 
money available to satisfy all of the water infrastructure needs in 
the nation. 

The Urban Water Council was created to focus on these issues. 
Its purpose is to assist local governments in providing high quality 
water resources in a cost-effective manner. 

The bill you have introduced has many excellent components. 
First of all, we agree with the committee that the focus of this bill 
should be on water infrastructure investment, instead of a new set 
of water quality provisions. 

Local elected officials are engaged in trying to achieve water 
quality goals, but we need a chance like this to focus on achieving 
already specified targets, and not be redirected to new goals. 

The bill authorizes $20 billion between 2003 and 2007 for the 
SRF categories under the Federal Water Pollution Control Act, and 
$15 billion for the SRF categories under the Safe Drinking Water 
Act. These SRF authorizations are clearly not enough to subsidize 
the funding necessary to close the needs gap. A combined $35 bil- 
lion boost over the next 5 years is also clearly much more than pre- 
vious funding levels. For this, we are grateful to the Senate, and 
we support this approach. 

S. 1961 also incorporates some innovate concepts, two of which 
are deemed critical by the Conference of Mayors in creating the 
right conditions for successful achievement of water quality goals. 
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First, the proposed Section 103 provision that would require a re- 
cipient of SRF funds to consider, among other things, forming pub- 
lic/private partners, or other cooperative partnerships, is a step in 
the right direction. 

It has been our experience, since the mid-1990’s, that alternative 
approaches to planning, financing, and operating water and waste 
water projects can yield greater public benefits for the amount of 
money that is invested. While choosing a public/private partnership 
approach should not be prescriptive, it should be made possible for 
those cities that want to take advantage of such an approach. 

The Urban Water Council has prepared two reports, which are 
available on our web site, that describe over 40 public/private part- 
nership projects that have realized savings. These partnerships 
were encouraged through changes in regulations under the Federal 
tax code to allow long-term loans, and with an Executive Order 
that modified the construction grant repayment provision. 

When Congress and the Administration provide the right types 
of financial incentives, local elected officials can establish public/ 
private partnerships that benefit our citizens and the environment. 

The Conference of Mayors adopted a policy in 2001 to encourage 
competition in the different phases of new water and waste water 
infrastructure. This policy was adopted once it was determined that 
competition for both surface and sub-surface infrastructure projects 
need not be as costly as the traditional methods employed in the 
past. 

The Lynn, Massachusetts experience is an example of what can 
be achieved by using a competitive approach. I will not go into that 
because of time. But the second demonstration approach incor- 
porated in the bill is demonstration projects for water quality en- 
hancement and management. 

One of the most difficult problem we face as cities involves 
achieving State water quality objectives and total maximum daily 
loads, TMDLs, and the virtually unregulated nonsources, such as 
agricultural uses, that are usually outside of our jurisdictions. 

The demonstration project provision of S. 1961 can provide some 
appropriate financial incentives necessary to bring voluntary coop- 
erative efforts to solve the water quality designation TMDL prob- 
lem that we are facing. The Conference of Mayors supports this in- 
novative approach. What is also needed, however, is a strategy that 
will go beyond demonstration projects to a long-term solution. 

We support the proposed requirement for recipients of an SRF 
loan to develop and submit asset management plans that specify 
how water and waste water facilities will be properly maintained 
over time. 

Asset management is critical to the preservation of infrastruc- 
ture. We have a long history of experience with using asset man- 
agement planning, and we would like to mention that formalizing 
such as a requirement as a condition of receiving SRF funding 
should be integrated into the loan program in a cautious way. 

The focus of our efforts at the local government level should re- 
main principally with ensuring the proper treatment of drinking 
water and waste water for public health and local economy reasons. 

The asset management plan is important, but the current pro- 
posal on what is acceptable is not entirely clear. We would be 
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happy to work with the committee to explore what an appropriate 
scope and details of an asset management plan should be. 

Just quickly about the bill, we believe the bill specifies that dis- 
advantaged communities can receive SRF loans with a 30-year re- 
payment term. Perhaps the most significant shortcoming of this bill 
proposal is the lack of a similar 30 years repayment term for other 
communities. 

Similarly, the bill does not contain any reference to removing pri- 
vate activity bonds used for water and waste water from the State 
volume caps. I understand fully that changing the tax code is not 
in the jurisdiction of this particular Senate committee. 

However, I would like to convey to this committee that one of the 
most fruitful financial incentives that Congress can provide for in- 
creasing aggregate water infrastructure investment is to make cer- 
tain that the largely unfunded environmental mandates and envi- 
ronmental goals they impose on local government should not be im- 
peded by a rigid and inflexible tax code. 

Finally, there is no mention in the bill of the imminent need for 
water systems to conduct security assessments and retrofit the 
proper anti-terrorist controls necessary to ensure the safety of our 
water supplies, and the physical integrity of our water infrastruc- 
ture. We would be happy to work with the committee to rec- 
ommend a provision to address this problem. 

In conclusion, on behalf of the Conference of Mayors and the 
Urban Water Council, I wish to thank you again for this oppor- 
tunity to speak before this committee. We look forward to working 
with you, as you move forward on this very important piece of leg- 
islation. 

Thank you. 

Senator Corzine. Thank you. Mayor Palmer. 

Alderman Moore. 

STATEMENT OF JOSEPH A. MOORE, ALDERMAN, CITY OF 
CHICAGO, ON BEHALF OF THE LEAGUE OF CITIES 

Mr. Moore. Thank you. Senator Corzine and members of the 
committee. I am Joe Moore. I am an Alderman from the city of Chi- 
cago, and chairman of the National League of Cities Energy, Envi- 
ronment, and Natural Resources Committee. 

I am here today to testify on behalf of the NLC and the 18,000 
cities we represent across the United States on Senate bill 1961, 
the Water Investment Act of 2002. 

I would like to commend Senator Crapo, as well as Senators 
Graham, Jeffords, and Smith, for recognizing a need for a Federal 
partnership to help finance the rehabilitation and replacement of 
our nation’s aging water infrastructure. We deeply appreciate your 
willingness to commit $35 billion over the next 5 years to our waste 
water and drinking water infrastructure needs. 

There are a number of provisions in S. 1961 that NLC believes 
to be particularly helpful to cities and towns. Allow me to briefly 
highlight six of them: No. 1, the extension of the transferability 
provisions; No. 2, the revisions to the Clean Water Act State Re- 
volving Fund allocation formula to reflect needs more closely; No. 
3, the extended repayment period for loans from the State Revolv- 
ing Funds. We recommend that these provisions be applicable to all 
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loans, not just to those to small communities. No. 4, the addition 
of source water protection as an eligible activity for funding; No. 
5, the inclusion of demonstration projects. We strongly urge you to 
add storm water as an appropriate category, as well; and No. 6, 
NLC supports the bill’s provisions providing nonrefundable assist- 
ance to communities that do not meet the strict definition of a dis- 
advantaged community. 

It is unclear, however, how this provision would be implemented, 
and we look forward to working with you to clarify this matter. 

There are two provisions which we believe should be added to the 
bill. First, NLC believes water infrastructure should be expressly 
highlighted as a principle and primary purpose of S. 1961. While 
we recognize that the current statutes authorize the use of State 
revolving fund resources for infrastructure replacement and reha- 
bilitation costs, the enormity of our nation’s water infrastructure 
needs, and a number of the Senators referred to them today in 
their own States, mandates special attention in the bill. 

Second, we agree with the Conference of Mayors that water secu- 
rity be included as a necessary and legitimate use of State revolv- 
ing funds, in light of the recent tragic events. 

There are some provisions in S. 1961 that we believe need fur- 
ther clarification or revision. We certainly understand and appre- 
ciate the Federal Government’s legitimate desire to ensure that 
Federal dollars are spent wisely and prudently. There is no ques- 
tion about that. We are concerned, however, that too many man- 
dates and conditions may discourage cities from applying for funds 
regardless of how pressing their needs are. 

With respect to the provisions on asset management and local 
rate structures, NLC would like to work with you to assure that 
all water system function effectively and efficiently to meet the 
needs of local residents. Again, we want to make sure that the 
mandates and the conditions are not to onerous. 

We are concerned about the penalties assessed if States fail to 
develop asset management strategies. Reducing Federal assistance 
to States penalizes the local governments in those States. We, 
again, would like to work with you to ensure an equitable solution 
to this problem. 

We are concerned about the provision that appears to either re- 
quire or encourage public/private partnerships in the water busi- 
ness. Certainly, we support those when they work. However, the 
majority of large private water companies operating in the United 
States are foreign owned. 

We are now only beginning to understand the full impact of 
international trade agreements on the ability of local governments 
to regulate and operate local utilities, once they are under contract 
with a private partner. 

We ask that you fully understand the ramifications of public/pri- 
vate partnerships in the water business, in light of the trade agree- 
ments, before requiring or encouraging such activities in Federal 
law. 

Finally, we are unclear as to whether the consolidation provi- 
sions are a funding requirement. Some systems, such as Chicago’s, 
already serve millions of customers, and further consolidation is ei- 
ther feasible or sensible. 
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Furthermore, Federal requirements exist that actually impede 
consolidation. One example is Section 1926(h) of the Agriculture 
Act of 1961, which disallows absorption of any drinking system in- 
debted to the Farmers Home Administration. Many of these sys- 
tems are inefficient and marginally protective of public health. Yet, 
Federal law bars State and local efforts at consolidation in such 
areas. 

Thank you for the opportunity to testify for the National League 
of Cities, and for initiating the legislative process on Senate bill 
1961. NCL looks forward to working with you to make this one of 
the most important and significant pieces of legislation enacted by 
this Congress. I look forward to responding to any questions you 
might have. 

Senator Corzine. Thank you. 

I am sure Senator Jeffords will be back and has a series of ques- 
tions. So I will start, and then we will go to Senator Crapo, if that 
is OK. 

Let me ask, on some of the financing issues that were mentioned. 
Mayor Palmer, you talked about the 30-year repayment term for 
disadvantaged communities that you wanted to see extended to all 
communities. 

Then I would also like to hear how serious an imposition it is 
now that the private activity bond caps exist, and what kind of 
broader funding we would be able to get for water infrastructure 
projects, if we were able to deal with those volume caps. Is there 
a dam that is backing up actions that would work to create greater 
activity with the revolving funds if we removed those caps? 

So my question is on either one of those or both issues, and Al- 
derman Moore, if you want to comment, I would appreciate it, as 
well. 

Mr. Palmer. Well, you know, the volume cap certainly could help 
if that were changed. There is no way really for municipalities to 
really finance clean drinking water, the Clean Drinking Water Act. 
I mean, we just do not have enough money. The only thing we can 
do is raise rates, which is totally unacceptable. 

As you know, there is a needs gap. One of the ways that it can 
be fixed is if we look at the volume caps of private activity bonds, 
and use that as a source of helping the private sector get involved 
in forming public/private partnerships, and moneys that can be 
used to help narrow that. 

Because there is no way, when we look at trillions of dollars over 
the next 10, 15, 20 years, in terms of making our water safe to 
drink and dealing with the standards that are out here; there are 
no real ways to do that, other than continuing to raise rates, which 
becomes prohibitive. We should look at ways in which you can life 
these caps, so that more private activity can be involved in the fi- 
nancing of these structures. 

Mr. Moore. In Chicago’s case, on the basis of a recommendation 
from a consulting firm, we have put in the process of a rate in- 
crease of 4 percent every year for the next 4 years. So we are un- 
dertaking steps to do what we can, to go back to rate payers to 
take care of our very pressing infrastructure needs. 

The problem is, however, that they are so great, and there are 
only so many times that you can, if you will, go back to the well 
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and ask the rate payers to pay more. While we do not fall under 
the strict definition of a disadvantaged community, we have within 
the city of Chicago large portions of our city that are disadvan- 
taged, where we have people of very low and fixed income, who 
simply would not be able to either directly, as homeowners, or indi- 
rectly, as renters, afford the rate increases that would be required 
in order to meet our infrastructure needs. 

Senator Corzine. Are you already in a situation where your rate 
increases are reviewed by State boards or other structures? Are you 
challenged on those rate hikes on a regular basis? 

Mr. Moore. No, no, we are not. I do not believe we are subject 
to any State review. 

Mr. Palmer. In New Jersey, before we can raise rates, we have 
to go in front of the Board of Public Utilities and state our case. 
In my city, and I am bragging now, we have one of the lowest rates 
in the State. But as the Alderman said, there are only so many 
times you can continue to go back to the rate payers, when basi- 
cally, if you raise it too high, they are really choosing between pay- 
ing their rent or their mortgage or their water bills. There are only 
so many time we can do that. 

Senator Corzine. So you would believe that, again, these volume 
caps would be one way to get greater authorization for these 
projects to be met, without rate increases. 

Mr. Palmer. Absolutely; it was scored, and I think it came out 
this week, at about $147 million, but that could be debatable. We 
had a little higher figure. But it is really a small price to pay in 
terms of investment in clean water. 

I mean, no one cares about water, as long as they can turn on 
the faucet and see it coming out, and it is not green or brown or 
something. But the moment it stops coming out, or it has a funny 
color or a funny odor, then people get concerned about it. We want 
to do things before it gets to that point. 

Senator Jeefords. I have one quick followup. Are both of you up 
against your volume caps on infrastructure water projects? 

Mr. Palmer. I am not certain, but I believe so. 

Mr. Moore. I am not certain of that either, but we would be 
happy to get back to you on that. 

Senator Jeffords [presiding]. Senator Crapo. 

Senator Crapo. Thank you very much, Mr. Chairman. I just have 
one question, but before I ask that, I want to thank both Mayor 
Palmer and Alderman Moore for your attendance here today, for 
your comments, and for your support of this very critical legisla- 
tion. 

The question I have is that there are a number of concerns in 
the country about excessive and uncontrolled growth, urban 
sprawl, if you will, and those kinds of issues. The legislation seeks 
to assure that water projects are coordinated with local land use 
plans, regional transportation plans, and State and regional munic- 
ipal watershed plans. 

I do not know if you have really focused on the legislation in that 
context; but my question is, do you see any difficulties with requir- 
ing that there be coordination with these types of land use plans 
or transportation plans, and if so, would you have any comment on 
that? 
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Mr. Moore. I would certainly support that, as long as it is not 
too onerous. But we already do cooperate with other local govern- 
mental authorities. Personally, I believe we need to do more of 
that. 

There is much more of an emphasis now on a regional approach 
in northeastern Illinois and northwest Indiana, and an acknowl- 
edgement that we are all dependent on each other. Decisions that 
one municipality make have an impact on other municipalities. So 
certainly, Chicago does not need a legislative mandate to cooperate 
with its neighbors. But to the extent that cities in this nation do, 
I think it is a good thing. 

Mr. Palmer. I would agree with the Alderman. Now with sprawl 
and preserving open space, in New Jersey, where we have such lit- 
tle space as it is, and through our State plan, those collaborations 
are almost mandated, if I could say that. So that cooperation and 
coordination is necessary. 

Senator Crapo. Well, thank you, I suspected that, but I just 
wanted to be sure. Thank you very much. 

Senator Jeffords. Thank you. Senator. 

Mayor, as the Mayor of Trenton, NJ, you experience the effects 
of building water infrastructure on the grassroots level. In par- 
ticular, urban sprawl caused by unplanned and uncoordinated 
growth can have a detrimental effect on the city’s cost to the living 
and quality of life. 

For that reason, I included a provision in the Water Investment 
Act to ensure that the construction of water infrastructure is co- 
ordinated with land plans, watershed plans, and transportation 
plans. Do you believe that there is sufficient funding to stem urban 
sprawl that might follow newly constructed water infrastructure? 

Mr. Palmer. Yes, I believe so. I think that is very necessary in 
the legislation. As I stated before, in New Jersey, sprawl is a tre- 
mendous problem. Our suburban areas, of course, want to limit 
growth. Our urban areas want to increase growth, because that is 
where the infrastructure is. Using waste water sewer capacity is a 
way of basically expanding growth in areas where it is not wanted. 

I think that coordination has to continue to be there, and recog- 
nize that we all have to work together in a coordinated approach 
to limit sprawl, but also not prohibit growth, because properly 
planned growth is good. Uncontrolled growth and uncontrolled ex- 
pansion of infrastructures without looking at what is there, in 
terms of transportation, schools, and open space could be a prob- 
lem. 

Mr. Moore. Senator, I agree. I think that is a very key provision 
of this bill. Like New Jersey, we have had a serious problem with 
sprawl in northeastern Illinois. The amount of land growth that 
has occurred has far exceeded the population growth by many, 
many times, and we simply have to get a handle on that. 

So we have already begun a process of regional cooperation, of 
taking steps to begin to curb growth, and also to encourage Federal 
legislation that will help us to rebuild our city, and to rebuild the 
infrastructure within our city, so as to discourage the kind of un- 
checked urban sprawl that has occurred. Certainly, the provision 
you are referring to in S. 1961 will be a helpful tool to enable us 
to stem unchecked growth. 
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Senator Jeffords. I thank you both. 

Senator Chafee. 

Senator Chafee. Thank you, Mr. Chairman. 

I heard Senator Voinovich’s earlier comments about where we 
are going to get the money, and I just concur that it is distressing 
to hear the testimony of how important this is. At the same time, 
I think it is going to be a tough year ahead of us, as we try and 
meet all the priorities. I appreciate and commend you for your tes- 
timony here today. 

Senator Jeffords. Thank you. Senator. 

Well, I thank you both. This has been a very helpful testimony. 

Mr. Moore. Thank you, we appreciate your sponsorship of this 
legislation, and look forward to working with you as we get it 
through Congress; thank you. Senator. 

Senator Jeffords. Don’t worry, we will be in touch. 

We will now proceed to the fourth panel. The fourth panel con- 
sists of Nancy Stoner, director of the Clean Water Project, Natural 
Resources Defense Council; Paul Schwartz, national policy coordi- 
nator of the Clean Water Action; Bill Kukurin, of the Associated 
Builders and Contractors; Jim Barron, president, Ronkin Construc- 
tion, testifying on behalf of the National Utility Contractors Asso- 
ciation; and Mr. Terry Yellig, building trades attorney, Sherman, 
Dunn, Cohen, Leifer & Yellig, testifying on behalf of the Inter- 
national Union of Operating Engineers. We are pleased to have you 
all with us. Ms. Stoner, we are going to start with you, I guess, and 
work down the line, so go right ahead. 

STATEMENT OF NANCY STONER, DIRECTOR, CLEAN WATER 
PROJECT, NATURAL RESOURCES DEFENSE COUNCIL 

Ms. Stoner. Good morning, Mr. Chairman and members of the 
committee. I am Nancy Stoner, director of the Clean Water Project 
at the Natural Resources Defense Council, and one of the co-chairs 
of the Clean Water Network, which is a coalition of more than 
1,000 groups supporting clean water from across the nation. I 
present the testimony of behalf of both NRDC and the Clean Water 
Network this morning. 

Thank you for holding this timely hearing today on water infra- 
structure investment. As Ben Grumbles mentioned, this is the 30th 
anniversary of the Clean Water Act this year. This is a tremendous 
opportunity for the Congress to provide increased funding and es- 
sential improvements in these programs. 

The Federal Government’s investment in waste water and drink- 
ing water treatment, over those 30 years, has brought tremendous 
progress in cleaning up our waterways. That progress, however, 
has been overtaken by water pollution resulting from urban storm 
water, agricultural run-off, and discharges of inadequately treated 
sewage from our deteriorating sewage systems. 

We need to step up our investment and spend smarter now, to 
continue to make progress in keeping the promise of the Clean 
Water Act for clean, safe, usable water for the next generation. I 
am pleased to hear that many members of the committee support 
those goals, and spoke in favor of them today. 

As an initial matter, we urge you not to use reauthorization of 
the Clean Water and Safe Drinking Water SRF as a vehicle for re- 
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considering clean water or safe drinking water protections. Devel- 
oping a new paradigm for water infrastructure funding that will 
better meet the needs of our nation and provide greater environ- 
mental benefit for each dollar spent is a large enough task for the 
moment. 

We would like to see water infrastructure legislation achieve 
three major goals: substantially increased funding for State clean 
water and safe drinking water projects; spend that money on more 
cost effect and environmentally beneficial projects; improve public 
participation in the funding process; and increase State account- 
ability for the expenditure of Federal funds. 

My written testimony describes each of these issues in depth. I 
request that I be able to submit that testimony for the record. 

Senator Jeffords. Without objection. 

Ms. Stone. We need to authorize substantially more SRF funds 
to close the gap between our water needs and available Federal 
funding. While there are differing estimates on the amount of addi- 
tional funding needed, the need for greater investment in clean 
water and drinking water infrastructure is clear and undisputed. 
We commend the sponsors of the Water Investment Act of 2002 for 
supporting substantially increased funding over the next 5 years. 

We urge you to look ahead, and to authorize additional spending 
for at least the next 10 years, since we know now that we will con- 
tinue to need vastly increased water infrastructure financing be- 
yond 2007. 

The growing funding gap suggests not just the need for more 
funding, but also the need to begin to spend that funding more 
wisely, to obtain the greatest amount of environmental benefit per 
taxpayer dollar invested in water infrastructure. We should not 
merely rebuild our waste water systems, using the hard infrastruc- 
ture technologies of the past. 

We must become smarter about stretching our Federal invest- 
ment in water infrastructure, by spending more on green infra- 
structure, nonpoint and nonstructural solutions that are more effi- 
cient and more environmentally effective than traditional concrete 
and pipe solutions. 

I have brought with me today a poster to illustrate a number of 
those green infrastructure approaches. I would ask you to take a 
look at those. They include water re-use, the use of eco-roofs or roof 
gardens, stream buffers, rain gardens, and conservation designs. 

These can be used in communities across the country, and are 
being used in communities across the country, to save money, and 
to provide additional benefits, in addition to water quality, like 
wildlife habitat, enhanced drinking water supplies, smog reduction, 
thermal reduction. These techniques that mimic Mother Nature 
can provide tremendous benefits. We ask you to include additional 
incentives in the legislation for the use of green infrastructure. 

In particular, we urge you to provide a 10 percent new funding 
incentive for States that establish dedicated funds for nonstructure 
and nonpoint solutions. 

We support a number of other mechanisms to ensure that tax- 
payer dollars are spent on projects that will address the greatest 
environmental and fiscal needs, including requiring that clean 
water SRF funds be spent to address those projects identified by 
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the State as its top priorities; prioritizing projects that meet the 
most significant public health and environmental needs and those 
that help disadvantaged communities; ending subsidies for sprawl 
development, which increases water pollution in the long run; and 
ending funding subsidies for entities that will not commit to comply 
with the law; and improve publicly available information about 
projects that taxpayer dollars are used to fund. 

As poll after poll has shown, Americans want clean, safe water, 
and are willing to invest more to get it. We applaud you for moving 
forward with legislation to address the public’s demand for clean 
water. We urge you to ensure that the bill you pass will encourage 
the most cost-effective strategies to meet that demand. 

This year, on the 30th anniversary of the Clean Water Act, let 
us move ahead with legislation that will ensure clean and safe 
drinking water for years to come. 

Thank you for providing me with the opportunity to testify today. 
We have drafted specific language on each of these issues, and 
would like to work with you to address them. 

I would be happy to answer any questions that you may have. 

Senator Jeffords. Thank you very much. 

Next is Mr. Schwartz. 

STATEMENT OF PAUL SCHWARTZ, NATIONAL POLICY 
COORDINATOR, CLEAN WATER ACTION 

Mr. Schwartz. Great, good morning, Mr. Chairman; good day. 
Senator Crapo, Senator Chafee, and the rest of the distinguished 
committee. I am Paul Schwartz, the national policy coordinator for 
Clean Water Action. We are a community-based national environ- 
mental group in 15 States with 700,000 members. 

I also come here today representing the Campaign for Safe and 
Affordable Drinking Water, a coalition of over 300 organizations, 
including not just environmental ones, but consumers, health care 
providers, and vulnerable populations groups such as the National 
Association of People with AIDS. 

As Nancy has touched on the clean water side of the ledger, I am 
going to be focusing more on the drinking piece. I want to make 
a couple of more general points. Last Thursday, White House 
spokesperson, Scott McClellan said, “we can have economic growth 
and protect our environment.” We think that this bill, S. 1961, is 
an example of just that type of blending that the Administration 
was alluding to. 

We think that it is really important that as we press our leader- 
ship in the war against terrorism, that we do not go AWOL in the 
war against environmental pollution. I appreciate your remarks on 
that count. Senator Crapo. 

The importance that we want to draw out here is a couple of 
things. We have talked a lot about environmental and public health 
issues. One issue that I want to talk about is jobs, which is not 
something that we normally talk about here. 

But for each billion dollars of additional investment that we actu- 
ally appropriate and put out there over the next few years, it will 
generate somewhere between 35,000 and 50,000 jobs at the local 
level across the country. 
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So the additional authorizations that we have here in front of us 
represent somewhere between 700,000 and 1 million additional jobs 
nationally. We think that is important, too, for the security and 
health of our country. 

Getting back to the bill itself and to the environmental and pub- 
lic health issues, I think it is important to recognize, as many have, 
in talking about the mandates that are in front of us, that on the 
drinking water side, there are many pressing drinking water issues 
that are right in front of our face, including arsenic, 
Cryptosporidium and other microbial risks, radioactive radon, and 
the groundwater rule. 

All of these are critical rulemakings that will be having an im- 
pact on the quality of our public health across the country, and are 
going to require additional dollars on the part of rate payers and 
tax payers at the local level. State matches, and we think, an ongo- 
ing and longer term set of Federal funds from the Federal Govern- 
ment. 

To that end, although we applaud the bold step that S. 1961 
takes in authorizing an increased injection of Federal fundings for 
a 5-year period, I would echo Nancy’s call that we have a longer 
term solution to an ongoing commitment through a Clean Water 
Trust Fund, to help funnel Federal dollars to needy communities 
across the country for many of our critical infrastructure needs. 

We would suggest that this trust fund should, in part, be funded 
by a “pollute or pays” mechanism, that imposes a small fee on 
those vested interests whose pollution behavior creates the need for 
drinking water cleanup and other water cleanup and public health 
protection in the first place. 

In addition, we would echo the call for more of a focus on 
nonpoint source pollution control. We think that it is very impor- 
tant that 10 percent of the money on the clean water side gets set 
aside for nonpoint source control. 

Now since I’m focusing in on drinking water, I think it is fair to 
ask, why am I on the clean water side of the ledger? That is be- 
cause the Safe Drinking Water Act really has no source water pro- 
tection provision. So the Clean Water Act is its first line of defense. 

Last, but not least, we would speak out for more accountability 
and more public participation provisions to be included in S. 1961. 
One of the clear problems is that when you add together all the 
sources of funding from the two SRF accounts and from the State 
matches, you are looking at, even under current authorizations and 
appropriations, $200 billion being obligated by the States over the 
next 20 years, with very little Federal oversight, and almost no cit- 
izen participation. 

It is a scandal that many communities do not know how to access 
these funds, and that citizens are not involved in the priority set- 
ting. So we are asking for a strengthening of those provisions. 

Thank you very much for the opportunity to testify. We look for- 
ward to working with this committee in moving forward this au- 
thorization through Appropriations, and we look forward to helping 
out on these specific suggestions that we have put in front of you. 

Senator Jeffords. Thank you, Mr. Schwartz. 

Mr. Kukurin. 
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STATEMENT OF BILL KUKURIN, PRESIDENT, KUKURIN 
CONTRACTING, ASSOCIATED BUILDERS AND CONTRACTORS 

Mr. Kukurin. Yes, thank you. Good morning Mr. Chairman and 
distinguished members of the committee. My name is Bill Kukurin, 
president of Kukurin Contracting, located in Export, PA. 

On behalf of the Associated Builders and Contractors, I am hon- 
ored to be here and would like to thank Chairman Jeffords, Rank- 
ing Member Smith, and members of the Senate Committee on Pub- 
lic Works for providing me with this opportunity to discuss the 
Water Investment Act of 2002, and the important role it could play 
in improving our nation’s water quality and infrastructure. 

I will be summarizing my comments, but I would request that 
my full statement be submitted for the official record. 

Senator Jeffords. Without objection. 

Mr. Kukurin. For nearly 30 years, Kukurin Contracting has 
been operating in western Pennsylvania as a family-owned and op- 
erated business. Kukurin Contracting has 125 employees, and fo- 
cuses primarily on municipal work, specifically in the construction 
and maintenance of water and sewer lines, pumping stations, 
water tanks, reservoirs, and sewage treatment facilities. 

We have built our reputation through providing quality work- 
manship for our clients, and safe, health worksites for our employ- 
ees. 

In 1997 and 1999, Kukurin was recognized by ABC National as 
one of the leaders in the construction industry, and was presented 
the annual excellence in construction award for work on several of 
our projects. 

Kukurin Contracting has been a member of the western Pennsyl- 
vania ABC for 20 years. ABC is a national trade association, rep- 
resenting more than 23,000 merit shop contractors, subcontractors, 
materials suppliers, and construction-related firms within a net- 
work of 82 chapters throughout the United States and Guam. 

Our diverse membership is bound by a shared commitment to 
the merit shop philosophy within the construction industry. This 
philosophy is based on the principles of full and open competition 
unfettered by the Government, and nondiscrimination based on 
labor affiliation and the awarding of construction contracts to the 
lowest responsible bidder, through open and competitive bidding. 

This process assures that taxpayers and consumers will receive 
the most for their construction dollar. With 80 percent of the na- 
tion’s construction workers choosing not to be represented by a 
Union, ABC is proud to be their voice. 

I would like to commend Chairman Jeffords and Senators Smith, 
Graham, and Crapo for introducing Senate bill 1961, the Water In- 
vestment Act of 2002. I also commend this committee for under- 
taking a comprehensive look at our nation’s water infrastructure 
needs. 

The costs of insufficient attention to clean water issues are indis- 
putable. Non-point source pollution leaking toxins, storm water 
runoff, and coastal pollution pose grave risks to water quality. Our 
nation’s water quality and environmental infrastructure could not 
be more vital to our health, safety, and overall quality of life. 

The Water Investment Act of 2002 would serve to ensure the en- 
vironmental and financial stability of our nation’s water programs. 
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This measure would authorize the Clean Water and Safe Drinking 
Water State Revolving Loan Fund Program at $35 billion over 5 
years. 

THE SRF Program allows States to provide low-cost financing to 
communities for the construction, repair, and rehabilitation of 
waste water collection and treatment facilities. While this legisla- 
tion seeks to provide additional resources to States and localities 
to aid them in meeting water infrastructure needs and increased 
State flexibility to States in administering their water programs, 
the imposition of the Davis-Bacon Act to this vital program would 
negate many of these efforts. 

While ABC members have concerns regarding a number of waste 
water needs, I will focus my comments today on funding for con- 
struction of waste water treatment facilities, and on the detri- 
mental impact that the discriminatory and antiquated Davis-Bacon 
Act would have, if included in the legislation, on these vital 
projects. 

Congress passed the Federal Water Pollution Control Act, the 
Clean Water Act, in 1972, which linked the Federal Government 
with States and cities to clean up the country’s waters, providing 
projects for water supply and waste water treatment. The Clean 
Water Act of 1987 phased out the construction laws grant program 
by the close of fiscal 1990. 

From fiscal year 1990 through 2001, the EPA made available 
over $20 billion in grants. Even this number was under the appro- 
priated amount. While this program has been a significant success, 
it is clear that to accommodate the nation’s growing population, to 
meet new water quality standards, and repair and upgrade aging 
facilities, much greater investment must be made. 

Estimates for future needs for clean water infrastructure are 
staggering; anywhere from $300 billion to $1 trillion, over 20 years. 

Small communities and States with large rural populations are 
having the largest share of problems with the SRF Program. Many 
small towns did not participate in the previous ^ants program, 
and consequently are likely to require major projects to achieve 
compliance with the law. Yet, these communities often lack an in- 
dustrial tax base, and thus face the prospect of very high per capita 
user fees, if their citizens are required to repay the full capital 
costs of sewage treatment projects. 

According to the testimony from the General Accounting Office, 
SRFs will only meet about one-third of the State’s funding needs, 
and will generally be unable to meet the needs of the disadvan- 
taged communities. 

There are many small communities that do not have the capital 
base necessary to support a State Revolving Fund. More direct 
grant money is required for lower income communities. 

I see I am running out of time here. I would like to go more to 
the Davis-Bacon Act. ABC commends the sponsors of this vital leg- 
islation for not expanding Davis-Bacon Act requirements to the 
Clean Water/Safe Drinking Water State Revolving Fund. The SRF 
has operated efficiently without Davis-Bacon since 1995. 

ABC encourages the committee to continue to allow States and 
municipalities to operate the SRFs without this expensive and dis- 
criminatory requirement. 
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Davis-Bacon is basically a relic of the infamous Jim Crow era. 
The law enacted in 1931 was intended to prevent minority workers, 
mostly from the South, from competing with northern, mostly 
union, construction firms, for Federal contracts in the North. 

Conceived during a time of discrimination, the act still has much 
the same effect today. Davis-Bacon disadvantages small, emerging 
businesses and minority businesses. Davis-Bacon discourages many 
qualified small and minority-owned contractors from bidding on 
public projects, because of the complex and inefficient wage and 
work restrictions, which make it nearly impossible for small busi- 
nesses to compete with the well capitalized corporations. 

To seek Davis-Bacon contracts, small and minority-owned firms 
must not only pay the prevailing wage, and adopt inefficient work 
practices and rigid union-based job classification; but also expose 
themselves to huge compliance costs and burdensome paperwork 
regulations. As a result, few small or minority firms win Davis- 
Bacon contracts, and many others give up trying. 

In conclusion, Mr. Chairman, ABC strongly supports the efforts 
being made by the Environment and Public Works Committee to 
ensure that the nation’s water quality is improved. ABC supports 
the Water Infrastructure Act of 2002, as currently written. 

We believe that with full funding and without any expansion to 
the Davis-Bacon Act, our water infrastructure needs will begin to 
diminish, and our nation’s water quality will dramatically improve. 

It is imperative to improve the efficiency of the SRF Program by 
not imposing outdated and unnecessarily perceptive administrative 
requirements that the Federal Government places on municipali- 
ties, namely, the Davis-Bacon Act. 

On behalf of the Associated Builders and Contractors, I again 
want to thank you and the members of the committee for the op- 
portunity to testify here today. I will be happy to answer any ques- 
tions you may have. 

Senator Jeffords. Thank you, Mr. Kukurin. 

Our next witness is Mr. Jim Barron. Please introduce yourself 
and you may proceed. 

STATEMENT OF JIM BARRON, PRESIDENT, RONKIN CON- 
STRUCTION, ON BEHALF OF THE NATIONAL UTILITY CON- 
TRACTORS ASSOCIATION 

Mr. Barron. Thank you. Chairman Jeffords, I appreciate the op- 
portunity to speak before the committee today, and thank the dis- 
tinguished Senators that are members of the Senate Environment 
and Public Works Committee. 

My name is Jim Barron. I am president and owner of Ronkin 
Construction, which is located just northeast of Baltimore. We are 
a small underground utility contracting firm that has been in exist- 
ence for 25 years, building infrastructure in the Baltimore area. 

I am here today representing the National Utility Contractors 
Association, better known as NUCA. As Senator Bond spoke earlier 
on this issue, we are the true environmentalists. The men and 
women of NUCA are the people that build and maintain the na- 
tion’s water, waste water, gas, electric and telecommunications in- 
frastructure in this nation. 
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Our members are also manufacturers and suppliers, that supply 
the needed services and materials to do this work. We are the peo- 
ple that get out there every day and have the firsthand knowledge 
about the existence and the depletion of our existing infrastructure 
in the United States today. 

The picture is bleak. It is getting worse and it is not going to get 
any better by itself We need some help. However, NUCA and this 
committee and the Congress of the United States have an oppor- 
tunity today to do something about that. 

Winston Churchill once said that a pessimist is one that looks at 
the difficulty in every opportunity, and the optimist is the one that 
looks at the opportunity in every difficulty. 

Well, we need to be optimists, and we need to look at the oppor- 
tunity that we have before us today, to do something to the Water 
Investment Act of 2002. NUCA and this committee can work to- 
gether to overcome this great difficulty through optimism. Through 
the Clean Water SRF and the Drinking Water SRF, we can begin 
to correct the problem. 

I would like to thank Senator Voinovich, who was here earlier 
today, for his commitment to the SRF through Senate bill 252. We 
are very, very happy that the key components of that bill are em- 
bodied in the Water Investment Act of 2002. 

I would also like to thank Senator Bond for his commitment 
through the VA and HUD Appropriations Committee, and my Sen- 
ator, Senator Mikulski, who have worked tirelessly to keep the 
funding limits up, every time somebody decides to cut it, year in 
and year out. We are very appreciative of their work. 

I would also like to thank Senator Bond this morning for com- 
menting that we are the true environmentalists. You know, it is 
very nice to hear, when we are standing knee deep in raw sewage 
in Baltimore trying to repair a broken sewer main, that somebody 
in the U.S. Senate thinks we are environmentalists and not a 
honey dipper. So we do thank Senator Bond for that comment. 

That is the view from the trenches. We are out there every day, 
and we see the problems that we face with America’s infrastruc- 
ture, in the cities and the communities around this great nation. 

In Baltimore alone, which I am most familiar with, 2 weeks ago 
in the Baltimore Sun, they reported that due to EPA requirements 
right now, in order for Baltimore and the citizens of Baltimore to 
not be fined heavily by EPA, the Mayor and the City Council will 
have to come up with $982 million over the next 3 years, just to 
correct the critical deficiencies in that crumbling infrastructure. 
That is a tough chore to accomplish in a city whose tax base has 
been cut in half over the last 10 years. 

The cornerstone of the entire program has to be the Revolving 
Funds. It is a win/win for everybody. It not only corrects and main- 
tains the existing infrastructure, but it also creates jobs. Studies 
have proven that for every billion dollars spent in SRF funding, 
that at least 55,000 jobs are created as a result of that. 

Let us look at the ripple effect. Let me give you an example. I 
just completed a project in Baltimore City that used to be a 
highrise of subsidized housing. They imploded the project, 35 acres. 
We put in $2.5 million worth of infrastructure, and today, they are 
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building 300 townhomes there, that the citizens of Baltimore can, 
in fact, buy for $60,000 to $70,000. 

When they buy those homes, they have to get mortgages, through 
mortgage bankers and title companies. They have to furnish those 
homes with appliances and furniture. They are going to come back 
into the city of Baltimore and increase the tax base. The ripple ef- 
fect is phenomenal, when this kind of money gets turned back into 
the community. 

My grandfather once said, “It takes as long to get better as it 
took to get sick.” This problem did not just surface overnight. It 
has been building and building for years and years, and we are 
going to have to have not funding just this year, but in the years 
to come, to correct the problem. We have to keep chipping away at 
it, year after year after year; not just the utility contractors, not 
just Congress, but us, together, have to work to solve this problem. 

Let us talk real quickly about the hot potato, Davis-Bacon. 
NUCA’s membership is made up of open shop and union shop con- 
tractors. So NUCA’s organization has to be somewhat neutral on 
this issue. 

But we believe there is a possible compromise; and that is, by al- 
lowing Davis-Bacon to be part of the first funding round, it would 
satisfy and compromise the position of this hot potato. If we cannot 
ignore it, we have to find a way to get around it and compromise 
that issue. 

In closing, I encourage you, when you leave today or when you 
go back to your communities, to take a ride. Just get in your car 
and take a ride and look around. You can see the bridges, you can 
see the highways, you can see the buildings that are in disrepair 
that need repaired; but you do not see the crumbling infrastructure 
underneath the streets. 

We cannot ignore it any longer. We have to work together and 
do something with the crumbling infrastructure in this country, 
and the SRF in this act will go a long way to accomplish that. 

Thank you very much. 

Senator Jeffords. Thank you. 

Our final witness is Terry Yellig, business trades attorney for 
Sherman, Dunn, Cohen, Leifer & Yellig. 

STATEMENT OF TERRY YELLIG, BUILDING TRADES 
ATTORNEY, SHERMAN, DUNN, COHEN, LEIFER & YELLIG 

Mr. Yellig. Thank you, Mr. Chairman, my name is Terry Yellig, 
and I am testifying on behalf of the 14 affiliated unions that com- 
prise the Building and Construction Trades Department of the 
AFL-CIO, as well as the millions of skilled construction workers 
who those unions represent. 

We commend you, sir, and Chairman Graham, as well as Sen- 
ators Crapo and Smith, for introducing S. 1961, the Water Invest- 
ment Act of 2002, which would authorize $35 billion over 5 years 
for investment in America’s clean water and safe drinking water 
infrastructure. It is nice for a change to be in the majority. Most 
of the speakers have endorsed that level. 

As we all know, recent annual appropriations have only funded 
approximately $2 billion per year to help pay for clean water and 
safe drinking water infrastructure projects. This is a woefully inad- 
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equate amount. That is why we are encouraged by S. 1961, and 
view it as an indication that this committee intends seriously to ad- 
dress America’s water infrastructure needs. 

Notwithstanding, the Building and Construction Trades Union 
strongly feels, like many of the other witnesses, that more should 
be done to tackle our massive water infrastructure needs. We rec- 
ognize the constraints that looming budget deficits pose on Federal 
infrastructure programs. 

Nevertheless, we strongly urge the committee to take a long, 
hard look at authorizing even higher levels for funding for clean 
water and safe drinking water projects in S. 1961, in order to bring 
funding levels up to the $50 billion to $60 billion level over the 
next 5 years, as was recommended in a needs assessment report 
prepared by the Water Infrastructure Network, a broad-based coa- 
lition of locally elected officials, drinking water, and waste water 
service providers, contractors, engineers, environmentalists, and 
labor unions. 

As building and construction trades unions, we pledge our sup- 
port to moving water infrastructure legislation through Congress 
that authorizes as much funding for new and improved clean water 
and safe drinking water infrastructure as possible. 

In addition to the various other policy considerations that we 
have heard about in this legislation, we are concerned about the 
labor standards that will be applicable to construction workers em- 
ployed on federally assisted water infrastructure projects. 

Specifically, we respectfully urge this committee to take steps 
necessary to ensure that Davis-Bacon prevailing wages are paid on 
all such projects assisted under the Clean Water and Safe Drinking 
Water Acts. 

As many members of this committee are aware. Congress has, for 
71 years, consistently applied Davis-Bacon prevailing wage require- 
ments to Federal infrastructure programs, regardless of whether it 
was under Democratic or Republican control, or whether there was 
Democratic or Republican Administration in the White House. 

In recent years, as Congress has considered using various so- 
called innovative financing techniques that are intended to lever- 
age a limited amount of Federal capital investment for maximum 
public benefit, as well as the more traditional Federal grant pro- 
grams, it has steadfastly continued to apply complete and com- 
prehensive Davis-Bacon wage coverage to construction projects 
funding under these programs. 

In fact. Congress included comprehensive Davis-Bacon prevailing 
wage requirements in the Clean Water Act in 1972, and in the Safe 
Drinking Water Act in 1974. 

However, as I have explained more fully in my prepared state- 
ment that I have submitted to the committee, EPA has concluded 
that Davis-Bacon prevailing wage requirements no longer apply to 
the construction of any water treatment projects assisted by State 
water pollution control revolving funds that began after the end of 
fiscal year 1994, even though, as I mentioned earlier, the Clean 
Water Act includes the Davis-Bacon prevailing wage provision. 

Accordingly, it is necessary to amend the Clean Water Act, so 
that EPA will have no discretion concerning application of Davis- 
Bacon prevailing wage requirements to construction of water treat- 
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ment projects, including those supported by funds directly made 
available through Federal capitalization grants and those sup- 
ported by recycled Federal funds. 

Similarly, as I explained in my prepared statement, the Safe 
Drinking Water Act already includes a broadly worded provision 
that directs the EPA Administrator to “take such action as may be 
necessary to assure compliance with provisions of the Davis-Bacon 
Act.” 

However, contrary to that obligation, EPA now claims that the 
Davis-Bacon prevailing wage requirement in the Act does not apply 
to construction projects assisted by Safe Drinking Water Revolving 
Funds. 

For this reason, the Davis-Bacon wage requirement in the Safe 
Drinking Water Act must be amended to make it clear that the 
Davis-Bacon requirements apply to all construction projects sup- 
ported by Safe Drinking Water Revolving Funds, with resources di- 
rectly made available from Federal capitalization grants or with re- 
cycled funds made available by repayment of those funds. 

To fail to provide Davis-Bacon coverage of water infrastructure 
projects assisted by State Revolving Funds, under both the Clean 
Water Act and the Safe Drinking Water Act would, in our opinion, 
amount to piecemeal repeal of Davis-Bacon prevailing wage re- 
quirements applicable to two major Federal construction programs, 
contrary to congressional intent in the original Clean Water Act 
and the Safe Drinking Water Act, not to mention the other 60 or 
so Federal statutes that have extended Federal prevailing wage re- 
quirements to a myriad of other federally assisted construction pro- 
grams. 

We again commend the committee for coming to grips with our 
significant clean water and safe drinking water infrastructure 
needs, and we look forward to working with the Senators on both 
sides of the aisle, as the process moves forward. 

Senator Jeffords. Thank you very much. That was an excellent 
statement. 

Mr. Yellig, we have heard this morning that the application of 
Davis-Bacon, which we have just been discussing here, will in- 
crease the cost of the Federal construction from 5 percent to 38 
percent, in some cases. Will you please respond to that claim, as 
well as Mr. Kukurin’s claim that Davis-Bacon discourages minority 
and small contractors? 

Mr. Yellig. Well, with regard to the allegation that the applica- 
tion of Davis-Bacon prevailing wage requirements increases the 
cost of construction, first of all, it is important to understand that 
in any kind of construction project, whether it be water treatment 
or safe drinking water or housing or whatever, generally speaking 
the cost of the construction of the project, the labor cost, is approxi- 
mately 30 percent and actually going down, as a relative portion 
of the overall cost. 

Now in order for the Davis-Bacon wages to substantially inflate 
the cost of construction, even if the wages were 50 percent higher 
than otherwise without the prevailing wage requirement, for exam- 
ple, that would only result in a 15 percent increase in the overall 
cost, because it only accounts for 30 percent or less of the entire 
cost of the project. 
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The studies that I have seen and read indicate that the cost of 
paying prevailing wages is minimal, if anything at all. But the alle- 
gations that Davis-Bacon increases cost of construction projects like 
15, 30 or 35 percent, it is just not possible. That is not possible. 

With regard to opportunities for minority contractors, I spoke to 
a gentleman several years ago. He was a mechanical contractor 
here in Washington, DC. 

He said that the Davis-Bacon Act was the best friend that he 
has, because it enables him to compete on a level playing field, be- 
cause he knows that the cost of labor is going to be relatively the 
same; regardless of whether it is a small contractor or large con- 
tractor, the cost of labor is going to be the same. So therefore, it 
is eliminated from the competition, and places a greater emphasis 
on productivity and efficiency. 

So the evidence that we have seen indicates that, in fact, the 
Davis-Bacon Act is actually a help to minority contractors in bid- 
ding for public work. 

Senator Jeffords. Thank you. 

Ms. Stoner, in your testimony, you stated that projects should be 
funded according to priority. Why is this important in terms of pro- 
tecting the environment and public health? 

Ms. Stoner. I guess I would say a couple of things about that. 
The first is that there is a system for determining priority of the 
projects within every State. 

That is the public’s opportunity, that is everyone’s opportunity to 
look at those questions about what will be most environmentally 
beneficial for that State, and to ensure that the priority list reflects 
that, to the best of the ability of the State, to put together that list. 

Once that effort has been made, we feel it is very important to 
follow that list, the State’s own determination, based on the infor- 
mation it has received of which projects will produce the most envi- 
ronmental benefit for the State. That is why we support funding 
from the priority list. 

There has been a question raised, what about projects that are 
not ready to go forward? We would support allowing the State to 
fund the next priority project that is ready to go forward. We cer- 
tainly would not want to hold up funding for any project that is 
ready to go forward, based on waiting for a project before it in line. 
But we believe that is the best use of our taxpayer dollars. 

Senator Jeffords. I am interested in your pictures up there. In 
the upper left hand corner, that is obviously a drain pipe, and that 
water gets stored? 

Ms. Stoner. Yes, what this is, it is a storm drain. This is a gut- 
ter off someone’s roof, like you probably have on your home and I 
have on my home. 

What they have at the bottom here is rain barrel with a hose at- 
tached at the bottom, so that the homeowner can store that water 
and reuse it for, here you can see it is in the middle of a garden 
for watering the vegetation, the lawn, and so forth. It is a way of 
reusing water and harvesting storm water, is what it is sometimes 
called, to make beneficial use of it. 

Senator Jeffords. Is it all gravity? 

Ms. Stoner. Yes, it is just gravity. This is a very inexpensive lit- 
tle device. You can actually buy it from mail order catalogs. 



44 


Senator Jeffords. Thank you, I might just do that. 

You might have made a sale. 

[Laughter.] 

Senator Jeffords. Mr. Schwartz, in your testimony, you stated 
that more funds should he directed toward nonstructural, nontradi- 
tional water facilities. Do you have any sense as to how those ex- 
penses for nontraditional projects compare in terms of environ- 
mental benefit per dollar spent in structural projects; and are these 
projects an efficient use of SRF money to address nonpoint source 
pollution? 

Mr. Schwartz. Thank you for that question. Just before I an- 
swer it, I just want to make one other point on the question you 
asked Nancy about the priority projects. 

Since there has been a lot of lesson learning from the Safe Drink- 
ing Water SRF, one of the things under the Safe Drinking Water 
SRF is that the States are now allowed to go around the priorities 
that are established by the rankings, except for readiness to pro- 
ceed. 

We think that that is a good thing to borrow from on the clean 
water side as well. Obviously, it takes away some flexibility on the 
part of the States, but it gets you some real accountability, in 
terms of scarce SRF funds being used for real public health and en- 
vironmental needs. 

To answer your question, currently in Washington, DC, and in 
cities and counties across the United States, we have mandates to 
fix very old problems that this generation did not put in place. 
These are things like combined sewer overflow problems. 

The typical solutions that we are turning to are very expensive 
end-of-the-pipe deep tunnels. Now in a number of places, those 
deep tunnels have not worked too well. In Chicago, in Milwaukee, 
and other places, they are in place, and billions of dollars have 
been spent, and we are still having overflows of human sewage and 
we are still having problems in central business districts with over- 
flows. 

What we are not doing is taking a look at the engineered non- 
traditional solutions that Nancy has pointed to, in part, that can 
capture storm water, that can slow down the flow, and that can 
make sure that not only do we get receiving waters at the end of 
a build watershed, like in the Potomac and Anacostia River with- 
out overflows, but that we actually are able to use that water, say, 
in drought situations like we have now, to make sure that trees are 
getting enough water, that our communities are not flooding with 
that water every time it rains, and we are able to get really “two- 
for” double benefits. 

If you consider spending the money on things like street clean- 
ing, as opposed to your deep tunnel, you get to pick up the trash 
and the toxics that are dropping from cars, and divert them from 
the storm water flow. 

When you look at the number crunching that has been done by 
local municipal experts in Prince George’s County, Maryland, by 
over 15 Federal and State and local Agencies that are cooperating 
in this city and county of Los Angeles with tree people, to engage 
in large scale application of these technologies, you are looking at 
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real cost savings and real water quality pick-ups at the time you 
are looking at neighborhood revitalization. 

We can bring to bear some of those numbers for you and put 
them in front of the committee, so that you can take a look at the 
emerging economics and the emerging science that it backs up this 
intuitive notion that people have, that you can use natural infra- 
structure engineered as a way to begin to deal with some of the 
costs and environmental components of these problems. 

Senator Jeffords. We will followup with you on that. I would be 
interested in seeing what you have. 

Well, thank you all. We are reaching the end of the hearing. All 
of us have other things to do, and I am afraid I have to roar off, 
too. 

I just want to thank you for your testimony. I ask all of you to 
be ready though, because we will probably have some followup 
questions for you, and we would ask you to respond as quickly as 
possible. I ask all of our members to submit their questions for the 
record as soon as possible, so that we may share them with you. 

Thank you for coming. This has been a very, very helpful morn- 
ing to me. There has been some excellent testimony. I know the 
hard work that goes into preparing testimony, and I want to let 
you know that I appreciate it, and I am sure the whole committee 
does, especially the staff. 

Thank you, and the committee adjourns. 

[Whereupon, at 11:30 a.m., the committee was adjourned, to re- 
convene at the call of the chair.] 

[Additional statements submitted for the record follow:] 

Statement of Hon. Max Baucus, U.S. Senator from the State of Montana 

Thank you, Mr. Chairman for holding this important hearing today on the grow- 
ing water and wastewater infrastructure needs in this country. I would first like to 
compliment our chairman and ranking member, and Senators Graham and Crapo 
for working so diligently to produce a bi-partisan water investment bill, S. 1961, 
that we will hear about today. This bill is an important first step in the process 
of dealing with the critical issue of how the Federal Government can best help local 
water systems provide clean and safe water for their communities. 

I have spent a lot of time with these issues in the past, particularly during the 
development of the Safe Drinking Water Amendments of 1996. We worked hard to 
produce legislation that would relieve local water systems of unnecessary regulatory 
burdens, while ensuring that those water systems had the flexibility and the re- 
sources they needed to provide their customers with clean water. 

I worked hard to protect the interests of small and rural water systems in that 
bill. Small systems cannot spread their costs of compljdng with State and Federal 
regulations among a large number of ratepayers. This dynamic hasn’t changed, and 
I’m afraid it will become more of an issue as new regulations come online. In my 
State of Montana, we have over 900 separate drinking water systems. Almost all 
of them serve fewer than 10,000 people. I’ve been told some 60 to 70 percent of the 
water systems in Montana that receive funding through the Clean Water or Safe 
Drinking Water Revolving Loan Funds are considered small and/or disadvantaged 
communities. Some of them, like the area around Three Forks, Montana, have sig- 
nificant problems with arsenic. 

I want to make sure that, as we move forward with water investment legislation, 
these small systems will again be given the resources and the flexibility they need 
to protect public health and the environment, without being subject to unnecessary 
or undue regulatory burdens. The operators of these systems are trying to provide 
a basic public service to their neighbors. I don’t want us to fall into the trap that 
led us to the 1996 Safe Drinking Water Act Amendments, where we unfortunately 
required systems. States, and the EPA to do way too much, to dilute their resources 
pursuing a lot of different efforts, instead of concentrating on the most egregious 
contaminants and problems, and focusing priorities on the what a system should be 
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doing to make its water as pure as can be for the consumers. In a tight budget situ- 
ation, this is even more important than ever. 

That said, I support the increased authorization levels in S. 1961 for both the Safe 
Drinking Water and the Clean Water State Revolving Loan Funds. I think this com- 
mittee can send a strong message that clean water is a top priority, and that we 
in Congress must make the necessary investments in the nation’s water and waste- 
water infrastructure to protect basic public health and environmental needs. Few 
things are as important as clean and safe drinking water for our citizens. 

I look forward to hearing the testimony of the witnesses today and working with 
my colleagues on this important legislation. Thank you again Mr. Chairman. 


Statement of Benjamin H. Grumbles, Deputy Assistant Administrator for 
Water, U.S. Environmental Protection 

introduction 

Good morning, Mr. Chairman and members of the committee. I am Ben Grum- 
bles, Deputy Assistant Administrator for Water at the U.S. Environmental Protec- 
tion Agency (EPA). Eirst, let me convey Tracy Mehan’s regrets for being unable to 
be here today to speak with this committee. Second, I appreciate this opportunity 
to provide the Administration’s views on S. 1961, the “Water Investment Act of 
2002,” and being able to discuss how to ensure that the nation’s drinking water and 
wastewater facilities can meet the challenge of protecting our public health and 
water quality in the 21st century. 

Through a strong and evolving local, State, Federal and private partnership, the 
United States has made ^eat progress over the past three decades in reducing 
water pollution and assuring the safety of drinking water. The Clean Water Act 
(CWA) and the Safe Drinking Water Act (SDWA) have served us well and provide 
the solid foundation we need to make sure that all Americans will continue to enjoy 
safe drinking water and clean rivers, lakes, and coastal waters. In particular, our 
cooperative investment in water and wastewater treatment, and pollution preven- 
tion has paid dramatic dividends for water quality and public health. 

The economic and social benefits of improved water quality are readily evident 
from urban waterfronts to recreational water bodies to wild rivers all across Amer- 
ica. We have also made dramatic progress in improving the safety of our nation’s 
drinking water. Today, more than 90 percent of the population served by community 
water systems receives water from systems with no reported violations of health- 
based standards in place as of 1994. 

clean water and drinking water state revolving loan funds 

The financial demands that communities face in providing clean and safe water 
to all Americans are substantial, and the Administration is committed to helping 
find ways to meet those demands. The Federal Government has provided over $80 
billion in wastewater assistance since passage of the Clean Water Act, which has 
dramatically increased the number of Americans enjoying better water quality. The 
primary mechanism that EPA uses to help local communities finance water infra- 
structure projects is the State Revolving Fund (SRF), established in the 1987 CWA 
amendments and the 1996 SDWA amendments. The SRFs were designed to provide 
a national financial resource for clean and safe water that would be managed by 
States and provide a funding resource “in perpetuity.” These important goals are 
being achieved. Other Federal, State, and private sector funding sources are also 
available for community water infrastructure investments. 

Under the SRF programs, EPA makes grants to States to capitalize their SRFs. 
States provide a 20 percent match to the Federal capitalization payment. Local gov- 
ernments get loans for up to 100 percent of the project costs at below market-inter- 
est rates. After completion of the project, the community repays the loan, and these 
loan repayments are used to make new loans on a perpetual basis. Because of the 
revolving nature of the funds, funds invested in the SRFs provide about four times 
the purchasing power over 20 years compared to what would occur if the funds were 
distributed as grants. 

In addition, low interest SRF loans provide local communities with dramatic sav- 
ings compared to loans with higher, market interest rates. An SRF loan at the inter- 
est rate of 2.4 percent (the average rate during the year 2001) saves communities 
23 percent compared to using commercial financing at an average of 5.3 percent. 

To date, the Federal Government has provided more than $19.7 billion in capital- 
ization funding to States for their Clean Water SRFs, more than twice the author- 
ized level for the program. With the addition of the State match, bond proceeds, and 
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loan repayments, States have $37.7 billion in assets in their clean water SRFs. 
Since 1988, States have made nearly 11,000 individual loans for a total of about 
$34.3 billion, with another $3.4 billion either unallocated or being readied for loans 
as of June 2001. In fiscal year 2001, the Clean Water SRF issued a record total of 
1,370 individual loans with a value of $3.8 billion. The Clean Water SRFs have pro- 
vided between $3 and $4 billion in loans each year for several years, and are widely 
considered a tremendous success story. For fiscal year 2003, the President’s Budget 
proposes funding the Clean Water SRF at $1,212 billion. 

The Drinking Water SRF was modeled after the Clean Water SRF, but States 
were given broader authority to use Drinking Water SRFs to help disadvantaged 
communities and support drinking water program implementation. Through fiscal 
year 2002, Congress has appropriated $5.3 billion for the Drinking Water SRF pro- 
gram. Through June 30, 2001, States had received $3.6 billion in capitalization 
grants, which when combined with State match, bond proceeds and other funds, pro- 
vided $5.2 billion in total cumulative funds available for loans. Through June 30, 
2001, States had made close to 1,800 loans totaling over $3.8 billion, with another 
$1.4 billion either unallocated or being readied for loans. Approximately 75 percent 
of the agreements (41 percent of dollars) were provided to small water systems that 
frequently have a more difficult time obtaining affordable financing. By the end of 
fiscal year 2003, we expect the number of loans issued by State Drinking Water 
SRFs to reach 2,400, with about 850 SRF funded projects having initiated oper- 
ations by that date. The fiscal year 2003 President’s Budget proposes to fund the 
Drinking Water SRF at $850 million. 

The Administration will continue to fulfill prior EPA commitments to capitalize 
the Clean Water SRF to revolve at a $2 billion average annual level and the Drink- 
ing Water SRF at a $500 million average annual level. 

THE CHALLENGE AHEAD 

With the important investments made by and achievements of all levels of govern- 
ment and the private sector, together we have substantially improved quality of the 
water in every State — even while our population sharply increased and the output 
of our economy more than doubled. 

But the task America’s intergovernmental, public-private partnership has under- 
taken — to protect public health and the environment by maintaining and improving 
water quality — is a continuing one. As our economy and population grow, partner- 
ship members must increase their efforts to provide clean and safe water every day. 
We must also periodically take a good look at the challenges ahead, and reassess 
the adequacy of the tools we have to meet those emerging challenges. 

EPA’s most recent Drinking Water and Clean Water Needs Surveys have identi- 
fied $150.9 billion and $150.5 billion, respectively (both in 1999 dollars), in docu- 
mented needs eligible for SRF assistance in the coming decades. More recent esti- 
mates associated with correcting sanitary sewer overflows may increase the esti- 
mated total Clean Water needs, and the Agency expects to release a new Clean 
Water Needs Survey in August 2002. Over the past year or so, several stakeholder 
groups have issued reports estimating water infrastructure needs that are substan- 
tially higher, based on different methodologies and definitions. 

With that in mind, the Agency is actively working to improve information about 
long-term infrastructure needs, assess different analytical approaches to estimating 
those needs, and estimate the gap between needs and spending. Last summer, EPA 
presented its analysis — known as the Gap Analysis — to a diverse panel of industry 
experts. Overall, the reviewers commended the report as a reasonable effort to 
quantify the gap. We have made revisions to the analysis based on peer review 
input and we expect to release the Gap Analysis shortly. 

In considering these studies and analyses, it is important to keep in mind a few 
points of context. First, there is no single “correct” number to describe the gap. Any 
gap study must be built using methodologies and definitions of need, which in turn 
rest on assumptions about present conditions nationwide, and desirable or appro- 
priate policies to follow in the future. That raises the second point that while these 
gap numbers may be helpful to provide a broad sense of the challenge ahead, they 
cannot themselves be a clear guide to policy, because they do not take into consider- 
ation how the various roles of Federal, State and local governments should be bal- 
anced. Third, under any study, funding gaps are not inevitable. They occur only if 
capital and operations and maintenance (O&M) spending remains unchanged from 
present levels over the time covered by the study. What a proper analysis may sug- 
gest is that a funding gap will result if the challenge posed by an aging infrastruc- 
ture network — a significant portion of which is beginning to reach the end of its use- 
ful life — is ignored. 
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I believe most partnership members would agree that the nation, through our 
partnership, needs to put more resources into water and wastewater infrastructure 
in the future than we have been doing; and, that we need to reduce costs by ensur- 
ing more efficient and productive use of such resources, through locally tailored, fis- 
cally sustainable management and technical approaches. We need a strategy that 
addresses both the fiscal demand side (how to define and manage infrastructure 
needs) and the fiscal supply side (how to pay for those managed needs). 

While much of the projected gap is the product of deferred maintenance, inad- 
equate capital replacement, and a generally aging infrastructure, it is in part a con- 
sequence of future trends we can anticipate today. For instance, continuing popu- 
lation growth means that even increasing capacity at current levels of wastewater 
treatment will not be enough to prevent water quality degradation, and that devel- 
opment pressures on unprotected drinking water sources will increase. The same 
tools we need to make the fiscal demand side of the gap more manageable — like re- 
ducing the flow of wastewater and stormwater requiring treatment through con- 
servation and nonstructural alternatives, and protecting our drinking water 
sources — will help us to deal with the water quality impacts of a growing popu- 
lation. 

To meet these future challenges to clean and safe water the Administration be- 
lieves that the touchstone of our strategy should be building fiscal sustainability. 
In particular, several basic principles should guide our pursuit of clean and safe 
water through fiscal sustainability: 

• Utilizing the private sector and existing programs. — Fostering greater private 
sector involvement and encouraging integrated use of all local. State, and Federal 
sources for infrastructure financing. 

• Promoting sustainable systems. — Ensuring the technical, financial, and manage- 
rial capacity of water and wastewater systems, and creating incentives for service 
providers to avoid future gaps by adopting best management practices to improve 
efficiency and economies of scale, and reducing the average cost of service for pro- 
viders. 

• Eneouraging cost-based and affordable rates. — Encouraging rate structures that 
cover costs and more fully reflect the cost of service, while fostering affordable water 
and wastewater service for low-income families. 

• Promoting technology innovation. — Creating incentives to support research, de- 
velopment, and the use of innovative technologies for improved services at lower 
life-cycle costs. 

• Promoting smart water use. — Encouraging States and service providers to adopt 
holistic strate^es to manage water on a sustainable basis, including a greater em- 
phasis on options for reuse and conservation, efficient nonstructural approaches, 
and coordination with State, regional, and local planning. 

• Promoting watershed-based decisionmaking. — Encouraging States and local 
communities to look at water quality problems and drinking water source water pro- 
tection on a watershed scale and to direct funding to the highest priority projects 
needed to protect public health and the environment. 

This is an important and serious challenge. We would not be in this room today 
if we did not recognize that. That’s good news in itself; and there’s more, as we can 
see the tools, the means to realize these principles in practice, taking shape all 
across the country. Many States and local governments across the country have 
been changing the way they do business. As a result, they’ve successfully managed 
many of these infrastructure needs, using creative, individualized approaches that 
are cost-effective, environmentally protective, and socially equitable — efficient, 
clean, and fair. 

The two SRFs have proven themselves to be effective means to help local govern- 
ments address their needs. Now the task is to refine them to facilitate and encour- 
age the use of these State and local innovations in every community in America. 
Indeed, your bill itself reflects the learning about SRFs that went on between 1987 
and 1996, by adopting for the Clean Water SRF some of the innovations adopted 
in the Drinking Water SRF. It is important that communities have and use all the 
necessary tools to close the gap before it widens, so the tools can work together con- 
sistently and effectively in a fiscally sustainable way. 

S. 1961, THE WATER INVESTMENT ACT OF 2002 

I would like now to turn to S. 1961, the bill introduced by the Environment and 
Public Works Committee leadership. 

The Administration shares the committee’s goal of improving the nation’s water 
quality and has submitted a budget that will continue progress toward achieving 
that goal by targeting non-point source pollution, the largest remaining problem. 
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However, the President clearly defined his priorities in the State of the Union as 
defense and homeland security. As the increased spending called for in this bill is 
not consistent with those priorities, the Administration does not support the funding 
levels contained in S. 1961. The Administration and Congress should look for cre- 
ative ways to help the water and wastewater industries meet their needs. 

At this initial stage of the committee’s consideration of this bill, I will give the 
Administration’s response to some of the bill’s key approaches and major compo- 
nents. We would also like to take this opportunity to state the Administration’s sup- 
port for privatization incentives. On these, as well as other provisions that this tes- 
timony does not specifically address, we look forward to working with you and 
stakeholders during the committee’s deliberations in the weeks ahead. 

Project Eligibilities. — On the Clean Water side, the bill addresses project eligi- 
bilities, and clarifies that a broad range of projects that would improve water qual- 
ity under Clean Water Act programs can be supported using the SRF. We believe 
that the provision authorizing assistance for projects or activities for conservation, 
reuse or recycling must be limited to those that have primarily a water quality ben- 
efit, or substantial SRF resources could be diverted to projects or activities whose 
primary objective and benefit does not further Clean Water Act goals. 

Capacity Development ! Priority List Funding. — The bill closely adapts for the 
Clean Water Act two important provisions from the 1996 Safe Drinking Water Act 
Amendments, on capacity development and SRF priority list funding, and adds 
asset management requirements in both Acts. 

We believe that this demonstrates once again the effectiveness and durability of 
the approaches Congress adopted in 1996, and welcome the committee’s use of the 
SDWA model here. In order for water and wastewater systems to achieve fiscal sus- 
tainability, these systems need to: have long-term technical, financial, and manage- 
rial capacity; optimize the efficient operation and useful life of their capital assets; 
and, direct funding to the highest priority projects needed to protect public health 
and the environment. 

In these regards, S. 1961 moves in a generally positive and useful direction. As 
with any new approach, there are some questions about how aspects of these capac- 
ity development and asset management provisions would work in practice. Here 
again, we want to work with you and stakeholders to share and learn from our ex- 
periences with SDWA, and make sure that help in achieving these objectives can 
reach those who will need it, especially in smaller communities. 

Disadvantaged Assistance. — Regarding disadvantaged assistance, the bill makes 
two major modifications. First, it adds to the Clean Water SRF the disadvantaged 
community provisions enacted for Drinking Water in 1996, enabling States to pro- 
vide additional loan subsidization, including forgiveness of principal, to such com- 
munities as defined by the States. It also includes in the Clean Water SRF the ex- 
tended loan terms available to disadvantaged communities under the Drinking 
Water SRF. 

Second, it adds to the laws governing both SRFs a new provision, authorizing 
States to provide this additional subsidization to treatment works or public water 
systems which are not disadvantaged, so long as the assistance agreement with the 
recipient ensures that the subsidy will be directed to disadvantaged users within the 
community. We want to work with you to ensure that States or communities can 
use programs which are as effective as user rate systems in directing these addi- 
tional subsidies to needy users. 

The bill’s provisions for aid to disadvantaged users specify that up to 15 percent 
of capitalization grants can be used for additional subsidies. It is not clear whether 
this 15 percent is within the 30 percent limit for disadvantaged communities or on 
top of it, as the bill’s provisions are worded differently for the two SRFs. We oppose 
making the 15 percent additional to the 30 percent limit in both SRFs. Placing the 
15 percent within the 30 percent would protect the availability of additional sub- 
sidies for disadvantaged communities while giving the States flexibility to provide 
such help to disadvantaged users as well. 

The revolving loan funds will always face the challenge of striking a balance be- 
tween important values — of offering additional support for low-income residents, 
small communities, and State programs on the one hand, and preserving the corpus 
of the fund so it can assist communities far into the future on the other. If new as- 
sistance to disadvantaged users is added on top of the 30 percent, it would allow 
about half of the capitalization grant to be removed before it ever enters the States’ 
revolving funds. This would undercut the funds’ capacity to serve as a viable re- 
source for communities in perpetuity, and would disrupt a vital balance that the Ad- 
ministration believes we must maintain. We would like to collaborate with the com- 
mittee to achieve disadvantaged assistance provisions that strike this important bal- 
ance. 
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Loan Conditions. — For both the Clean Water and Drinking Water SRFs, the bill 
creates new provisions requiring several things of loan applicants as a condition of 
project approval. Taken together, these loan conditions are among the key provi- 
sions in the bill, and the Administration supports the objectives behind them as ac- 
cording with basic principles that should guide our infrastructure revitalization ef- 
forts. At the same time, we want to make sure that the conditions operate in ways 
that loan applicants can learn to handle, and that the SRFs can continue to function 
to provide the needed kinds of assistance. 

One condition is a requirement that prospective loan recipients consult and co- 
ordinate with local, regional, or State agencies that may adopt land use, transpor- 
tation, or watershed plans. S. 1961 also requires loan recipients: to develop and im- 
plement asset management plans; to have plans to achieve rate structures that re- 
flect, as far as possible, the cost of service and include capital replacement costs; 
and to consider, throughout preconstruction phases, consolidation, partnerships, or 
alternative, nonstructural approaches. 

We agree that local governments should undertake, and States must supervise, 
management and planning changes to ensure fiscally sustainable solutions. All of 
the studies indicate that the potential gap in water and wastewater infrastructure 
comes largely from replacement of aging pipes and O&M costs — both, historically, 
a responsibility primarily of local government (although pipe replacement is eligible 
under both SRFs). Through its loan conditions, S. 1961 encourages States and com- 
munities to look at water quality problems and drinking water source water protec- 
tion on a watershed scale, and to adopt comprehensive strategies that integrate 
water management into whatever planning for sustainable communities they may 
be doing. And, it creates incentives for service providers to adopt best management 
practices to improve efficiency and economies of scale, reduce the cost of service, and 
avoid future gaps, while encouraging rate structures that cover costs. 

These new conditions on assistance to communities are among the most important 
innovations in this legislation. Promoting a comprehensive examination of all cost- 
effective tools and options, on both the fiscal demand and supply sides, is key to 
building fiscal sustainability. The Administration believes that the potential gaps 
will become more manageable if these conditions can be designed and implemented 
effectively. 

Having said that, we must all recognize that these new conditions are going to 
increase substantially the level of effort required to obtain an SRF loan. We must 
make sure that these conditions are framed in a workable way; that we provide a 
transition to the new conditions that equips applicants to address them in a timely 
way; that those who need special help in meeting the conditions can get it; and that 
small loans can continue to be provided without a level of analysis that’s dispropor- 
tionate to the investment sought. Here as elsewhere, we look forward to working 
with the committee to pursue these shared objectives in a practical manner. 

SRF Fund Transfer Authority. — In addition, the bill would make permanent the 
States’ authority to transfer funds between the Clean Water and Drinking Water 
SRFs. This is an important enhancement of State flexibility to address their highest 
priority needs, and we welcome the committee’s proposal to turn what began in 
1996 as a short-term experiment into a well-established tool to promote cost-effec- 
tive investment. 

Promoting Technology Innovation. — This strategy to renew our water and waste- 
water infrastructure for the 21st century puts a high premium on optimizing the 
efficient use of our current capital assets and the new investments we must make. 
That will require the use of innovative technologies for improved services at lower 
life-cycle costs, which in turn means supporting research and development on these 
innovative technologies and practices. 

Substantial reductions in life cycle costs are possible through the use of innova- 
tions such as: (1) new construction and repair practices; (2) remote monitoring and 
real-time control of water and wastewater systems; and (3) advanced sensors for 
contaminants and structural integrity. Research and development, in coordination 
with demonstration efforts, is needed to assure that these and other advancements 
are available to community decisionmakers. We want to work with the committee 
on ways to promote this objective. 

Legal Issues. — EPA has legal concerns regarding two provisions of S. 1961. On ju- 
dicial review, the provisions amending both Acts are written so broadly they could 
prevent judicial enforcement of virtually all provisions of the SRF statute and other 
applicable Federal statutes as well. On State water rights, one subsection essen- 
tially duplicates existing language in the Clean Water Act, while the second raises 
several issues of legal applicability and potentially problematic unintended con- 
sequences. However, we do recognize and want to work with all interested members 
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of the committee to see that the underl 3 dng concerns reflected in these provisions 
are addressed. 


CONCLUSION 

In summary, notwithstanding our continuing concerns with the funding author- 
ization levels proposed in this bill, we appreciate the committee’s initiative in taking 
up this important issue, and particularly in its efforts to build fiscal sustainability 
in water and wastewater infrastructure. We look forward to continuing our con- 
structive participation in your efforts to refine this legislation. Thank you for the 
opportunity to present the Administration’s views on this bill. That concludes my 
prepared remarks, and I would be happy to answer any questions. 


Responses of Benjamin Grumbles to Additional Questions from 
Senator Smith 

Question 1. In discussions with stakeholders before the introduction of S. 1961, 
we heard much about needing to maintain State flexibility but also the need to fund 
innovative approaches and nonpoint source pollution. S. 1961 allows States to list 
nonpoint sources on their priority lists, a change from current law. We do not man- 
date the funding of nonpoint sources instead leaving State the flexibility to decide 
which projects to fund. Should these priorities be mandated by the Federal Govern- 
ment or left to the States, with public input, to determine? 

Response. We believe it is appropriately left to the States, with public input, to 
ultimately determine what projects should be funded through their CWSRF. The 
CWSRF program is primarily a State-run program, and a State is in the best posi- 
tion to decide, with input from its citizenry, how CWSRF funds should be used. 

We believe that S. 1961 appropriately requires that States use all available water 
quality data (such as data and information developed pursuant to Clean Water Act 
sections 303(d), 303(e), 305(b), 319, and 320) to determine their water quality prob- 
lems across the State and to develop a priority ranking system to address those 
water quality problems. Funding projects in priority order, to the maximum extent 
practicable, will bring about the highest level of water quality benefit. 

Question 2. In your testimony, you voice support for encouraging the private sec- 
tor’s participation in both water and sewer systems. Can you speak more to what 
benefits you believe investor-owned utilities have brought to the management of 
water and sewer systems and why for some communities they may be a good alter- 
native? 

Response. Privately-owned utilities in capital-intensive operations such as electric 
and natural gas service have frequently used asset management, demand and pric- 
ing strategies, and private contracting. This potentially relevant experience on these 
approaches should be considered in the water and sewer context. 

Many local governments are seriously considering the possible role of the private 
sector in providing water and wastewater services in their communities, hoping to 
take advantage of private sector skills and market experience, to increase efficiency 
in service delivery, and to obtain access to investment capital. Private sector in- 
volvement can be as basic as provision of limited services under contract or as com- 
plete as full ownership and operation of the utility. 

While some form of public/private partnerships may be completely appropriate for 
some communities, we believe that the more important consideration is technical, 
financial, and managerial capacity to operate and maintain a water or wastewater 
system. High performing public entities can perform equally well as high-performing 
privately-owned or operated facilities. EPA’s objective is to improve capacity when 
appropriate so as to better protect public health and water quality across the coun- 
try. 

To help close the infrastructure gap, some communities may decide to enter into 
public/private partnerships of one form or another. We think it appropriate to re- 
move barriers where they exist so that communities who choose to can engage with 
the private sector. Ultimately, though, we believe the decision to engage in privat- 
ization of water or wastewater systems is best left to the community itself based 
on their individual circumstances and situation. 

Question 3. Can you describe for the committee the various programs available 
to small communities to help them not only comply with Federal and State regula- 
tions but also operate and maintain their facilities? Do these programs include dis- 
cussion of how to reduce nonpoint source pollutants which can reduce the cost to 
the treatment works and the water system? Given that each of us continues to hear 
that there is not enough technical assistance available, what more can be done? 
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Response. Training and technical assistance are cornerstones for building sustain- 
able water and wastewater systems capable of providing appropriate public health 
and environmental protection. As discussed below, numerous training and technical 
assistance programs are funded by EPA and other Federal Agencies. The key to 
helping communities develop sustainable systems for public health and environ- 
mental protection lay not in providing additional technical assistance, but in focus- 
ing existing assistance on core needs and in establishing appropriate performance 
and accountability measures for technical assistance providers. 

The priority direction for all technical assistance should be the development of 
sustainable system capacity for performance. The focus should not be on “doing” 
things for systems but rather on teaching systems “how to do” things and indeed 
on building system self-sufficiency for future learning. 

In terms of publicly owned treatment works, EPA partners with several organiza- 
tions to provide technical assistance and training to small communities. 

Technical assistance programs provide advice, assistance, and training pertaining 
to the installation, operation, and maintenance of treatment works in small commu- 
nities. They include: 

• The Rural Community Assistance Program (located at http: ! I www.rcap.orgl), 
which addresses management, financing, construction and the Clean Water Act 
compliance needs of wastewater treatment, collection, and disposal systems in small 
communities; 

• The Small Community Outreach and Education network, which helps small 
communities provide self-sufficient wastewater systems through technology, finan- 
cial management, pollution prevention, and public education; 

• The National Rural Water Association (http:! Iwww.nrwa.org) offers training 
and technical assistance to small systems in all aspects of providing safe drinking 
water; 

• The Drinking Water Technology Assistance Centers, a network of eight univer- 
sity-based centers, work to protect public health, improve system sustainability, and 
enhance compliance by: verifying technology performance, pilot testing innovative 
technologies, and providing training and technical assistance; 

• EPA’s On-Site Technical Assistance 104(g) program, which provides no-cost, 
over-the-shoulder operation and maintenance, financial management, and technical 
assistance to municipal wastewater treatment plant operators; and 

• An on-line message board (located at http: ! I www.wef.org ! techinfoctr ! 
index. jhtml), which allows small communities to communicate with each other and 
obtain answers to their technical questions. 

Various education programs provide training to small communities in the areas 
of treatment works operation and trouble-shooting. They include: 

• The National Environmental Training Center for Small Communities (located 
at http: II www.estd.wvu.edu ! netcse ! netcsc — index.htm), which supports environ- 
mental trainers who work with small communities to improve drinking water, 
wastewater, and solid waste services; 

• The National Small Flows Clearinghouse (located at http:! ! www.estd.wvu.edu ! 
nsfcinsfc — index.htm), which provides national information on collection systems in 
order to help small communities meet their wastewater treatment needs; and 

• The Youth and the Environment Training & Emplojmient Program, which pro- 
vides under-privileged high school students with an awareness of job opportunities 
in the environment and allows for hands-on training in wastewater treatment plant 
operations. 

In terms of nonpoint source technical assistance, EPA has created a website (lo- 
cated at http:llwww.epa.govlowmldecentlindex.htm) for onsite/decentralized 
wastewater systems that provides information on management, funding, technology, 
and public outreach to assist small communities when using or considering decen- 
tralized systems to manage their wastewater needs. EPA’s nonpoint source manage- 
ment program uses a significant portion of its 319 grant funds to provide technical 
assistance for nonpoint source needs. 

Note that the Department of Agriculture also provides training and technical as- 
sistance related to point and nonpoint sources in rural areas. 

We believe these programs, and the funding levels included in the President’s FY 
2003 budget for these programs, are sufficient to address technical assistance needs. 

Question 4. In crafting this legislation. Senators Jeffords, Crapo and Graham and 
I all sought to find ways to prevent another trillion dollar request 20 years from 
now. Under the construction grants program, the Federal Government invested $53 
billion over 18 years for the construction of treatment works. With those facilities 
now nearing the end of their useful life, the owners of those facilities are back ask- 
ing for more money. You also support a provision in the bill to extend the Safe 



53 


Drinking Water Act’s capacity development requirements to the Clean Water Act 
and require a full assessment of each facilities assets. How well have the Safe 
Drinking Water provisions worked in weeding out systems that did not have capac- 
ity and sustaining the viability of other water systems? What improvements can he 
made to the program, if any? 

Response. The State capacity development strategies are in the early stages of im- 
plementation, and there is not yet a track record sufficient to make a judgment on 
their effectiveness. It is clear at this early stage that the opportunity presented hy 
strategy development has been valuable in helping States to define the focus of their 
efforts to help systems develop capacity. 

The requirement that all DWSRF recipients demonstrate technical, financial and 
managerial capacity, has likely helped to improve the viability of systems receiving 
assistance. For example, in Vermont, in evaluating the capacity of 59 systems, the 
State found that 46 needed to make changes to ensure that they would meet the 
State’s requirements. The State required that the systems make the necessary 
changes as a condition of the loan. Without the requirement to assess the capacity, 
it is possible that these 46 systems would have continued business as usual. 

In addition to requirements for capacity development, we believe that the provi- 
sions for asset management, consideration of cost-effective nonstructural, conserva- 
tion, and restructuring alternatives, and consultation with local, State, or regional 
planning agencies are also important for building sustainability for water and 
wastewater systems, improving management and reducing life-cycle costs. The Ad- 
ministration supports the objectives behind these provisions as according with basic 
principles that should guide our infrastructure revitalization efforts. At the same 
time, we want to make sure that the conditions operate in ways that are workable 
for loan applicants and States alike, and that the SRFs can continue to function to 
provide the needed kinds of assistance. 


Responses of Benjamin Grumbles to Additional Questions from 
Senator Jeffords 

Question 1. Please provide the committee with data, studies, analysis of State law 
and other information on States’ requirements for public participation during the 
creation of the priority list for projects to be funded under a State SRF? 

Response. Given the time constraints associated with this request, we are not able 
to provide data, studies, and analyses of State law for this question and the two 
following it. We did ask States to provide us some information to help inform the 
committee and have attached them to this package. While we will provide a general 
response to each question, we refer you to the attachments for state-specific mate- 
rial. 

Each SRF program has requirements related to public participation in develop- 
ment of their Intended Use Plan which describes how the State intends to use funds 
in its program — including the priority list of projects to be funded. For the DWSRF 
program, these requirements are at 40 CFR 35.3555(b). For the CWSRF program, 
the requirements are at 40 CFR 35.3150(a). Many States are subject to additional 
legal requirements or have developed procedures that dictate how public review is 
conducted. We have attached information received from several States to help re- 
spond to the question. 

West Virginia: For the CWSRF, the draft lUP and list are made widely available. 
A public meeting is held, with 30 days advanced notice, to discuss the contents of 
the priority list. The State mails out the draft to all proposed assistance recipients 
on the priority list and their respective engineering firms, regional planning and de- 
velopment councils, and other State agencies. There is a 2-week period after the 
meeting when comments can be received that may impact the list, prior to finaliza- 
tion. For the DWSRF, the State makes the priority list available through a posting 
in the State journal, the website, provides copies to other agencies, and makes cop- 
ies available in offices throughout the State. A public meeting is held in the central 
office and to date, there has been little or no public input. Occasionally they will 
receive some comment from other agencies. 

Kansas: The priority List and Intended Use Plan are prepared once a year. The 
State gathers information throughout the year on specific problems, needs, and 
projects from KDHE staff in the NPDES compliance (effluent violations and raw 
sewage overflows), sludge disposal programs, KDHE field staff that conduct inspec- 
tions and respond to complaints. City and County officials, and consulting engineers. 
A Draft Priority List and lUP is distributed to cities and counties that have projects 
listed in the documents, and also to other Federal and State agencies, consultants, 
equipment suppliers, and other interested parties, 350 copies in total. A Public 
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Hearing notice is mailed with each copy and is also scheduled and advertised in the 
Kansas Register (similiar to the Fed Reg). The comment period is 5 to 8 weeks, and 
all comments receive individual written response, including Reg 7 ERA. The Final 
List and lUP is prepared and distributed to those who received the draft, plus any- 
one else that wants it. 

Georgia: The polices of the program which address the priority point system are 
updated annually and approved by the Board of Directors at about the same time 
as a draft lUP is presented. In addition, an annual announcement of a public hear- 
ing on the draft lUP is posted on the State’s website and is sent to over 1,500 inter- 
ested. At the public hearing, the draft lUP is presented and public comments are 
solicited. GEFA has not received any adverse comments in over 8 years (potentially 
longer). Comments normally range from communities/consultants wanting to add 
projects or other non-profit groups seeking funding. 

Nebraska: The CWSRF lUP development cycle starts with an annual needs sur- 
vey (October) to cities, counties and engineers. In November, the State holds a 
stakeholder meeting of about 30 interested individuals and entities that benefit 
from the SRF to discuss policies and direction. Three meetings are held in December 
around the State to present program changes and seek comment. The lUP and pri- 
ority list are developed January — April 15. Then the draft lUP is public noticed and 
a formal hearing is held in June. Changes to the draft are made in the hearing and 
the final lUP is approved by the Environmental Quality Council (a 16 member 
board representing various interests in the State). 

Maryland: The State makes available for public review and comment both the 
draft Project Priority List and Intended Use Plan, and holds a formal public hear- 
ing. 

Virginia: The Virginia Dept, of Health 1974 Waterworks Regulations created a 
public participation committee known as the Commissioner of Health’s Waterworks 
Advisory Committee (WAC). The WAC brings together stake holders every 2 months 
to discuss current and future issues. Annually, the State formally solicits input via 
mail (current mailing list about 3500) to create the draft project list and then again 
to receive comments on the final. The State also holds a public meeting to receive 
comment, following requirements in Virginia’s Administrative Processes Act. The 
same mailings are placed into the Virginia Register (equivalent to the Federal Reg- 
ister) and on VDH website. The State also holds workshops (this year at 5 different 
locations) to discuss the program details, to respond to questions, and to obtain feed- 
back. The State also conducted a survey of clients in 2001 to learn ways to improve 
their procedures. For the CWSRF, the lUP and Priority Funding List are presented 
annually to the public for review and comment. Each year before the lUP and pri- 
ority funding list is submitted to EPA, it is taken before a citizen Board (SWCB) 
for tentative approval. These Board meetings are open to the public and the agenda 
for the meeting is made available to the public. Special agenda summaries are also 
mailed to interested and impacted parties. Following Board action, Virginia’s ten- 
tatively approved lUP and yearly funding list is re-opened for public review and 
comments. Notice requesting public comment is published in six regional news- 
papers. In addition, notice of the meeting or hearing to receive public impute is sub- 
sequently mailed to appropriate and interested groups and individuals. Also, all pro- 
posed modifications to Virginia’s SRF program implementation criteria and/or its 
priority ranking structure undergo the same public scrutiny process. 

Alabama: The State publishes its priority lists in the four major newspapers in 
the State and are sent to several hundred individuals. State and Federal agencies, 
and environmental groups for review, in addition to being posted on the State’s 
website, for a public comment period of 45 days. 

Utah: The Drinking Water Board approves any revisions to the DWSRF priority 
list quarterly. The list is submitted to Utah’s Resource Development Coordinating 
Committee (RDCC) for review. The RDCC’s agenda is sent to all State & Federal 
agencies, local association of governments and town officials, and the media. When 
major revisions, occur the list is sent to all drinking water systems, associations of 
governments, consultants, etc. 

Missouri: Both the CWSRF and DWSRF programs have public hearings after the 
draft lUP is mailed to all cities, counties, sewer districts, legislators, engineering 
firms and parties on our mailing list (30-day public notice period). 

Alaska: Annually, Alaska mails a notice to all eligible participants inviting them 
to submit information for proposed projects. After a scoring and ranking process, a 
draft priority list is mailed out to all eligible participants and made available on 
the internet for 30 days. The State then considers all comments and publishes a sec- 
ond priority list for 30 days, again considering any public comment before finalizing 
the list. During both of these public comment periods, the State invites suggestions 
for improvement to the scoring criteria and makes appropriate changes. 
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Washington: For the DWSRF, the State develops a draft priority project funding 
list which is part of the draft lUP, and is subject to a 30-day public review and com- 
ment period (including a public hearing). The public comment period is advertised 
in three major newspapers across the State, on the DOH website, and at the State 
library. Very few comments and testimony are received, and very few people attend 
the hearings. In the event comments are received, they are taken into consideration 
when the lUP is finalized. For the CWSRF, virtually all the information about its 
water quality financial assistance programs is posted on the departmental web site. 
Annually, the State solicits applications for water quality financial assistance, in- 
cluding loans from the Washington Water Pollution Control Revolving Fund, gen- 
erally January to March. Early in the solicitation period, the State holds four work- 
shops around the State to answer any questions about the process, the application 
materials, and the project priority system. The draft Intended Use Plan and offer 
list is then published for a 30-day public review. During the public review period, 
at least one public meeting is held to solicit public comment. The final lUP is then 
published on the departmental web site. 

New York: The draft lUPs are distributed very widely to public officials, all known 
environmental groups, and other interested parties, is posted on the website, and 
noticed in the Environmental News Bulletin. Then the State holds a joint public 
meetings for DW and CWSRF and has a comment period after public hearing. The 
final lUP is published, widely distributed, and posted on the website. Amendments 
are mailed to same mailing list. Public interest has fallen off considerable since 95- 
96 for CW, since 99 for DWSRF. Usually no one or very few people attend meetings 
or submit comments, outside representatives from the communities. 

New Jersey: The draft lUPs are distributed very widely to public officials, all 
known environmental groups, and other interested parties (a very extensive mailing 
list: 1200 for CW 2000 for DW), and is posted on the website at least 45 days. Then 
the State holds a joint public meetings for DW and CWSRF and has a comment pe- 
riod after public hearing. The final lUP is published, widely distributed, and posted 
on the website. Public interest has fallen off considerable since 95-96 for CW, since 
99 for DWSRF. Usually no one or very few people attend meetings or submit com- 
ments, outside representatives from the communities. 

Puerto Rico: There is only one POTW that is a loan recipient, and they are really 
the only ones that show up at the public meetings. Draft and final lUP are publicly 
noticed in papers and libraries, but no one attends the public meetings. 

Idaho: Idaho sends all eligible borrowers a letter soliciting projects for the lUP. 
After the projects are scored and ranked, a draft of the lUP and the project priority 
list are posted on DEQ’s website, sent to all applicants and/or consultants related 
to projects on the list, and advertised in statewide papers for a 30-day public com- 
ment period. The draft lUP and project list are also posted on EPA Region X’s 
website, indicating the 30-day public comment period. After the 30-day public com- 
ment period ends, a public hearing is held, after being advertised in statewide news- 
papers and on the DEQ website. The Board of directors then formally approve the 
lUP, project priority list, and projects funded that year. 

Oregon: The State sends all eligible borrowers a letter soliciting projects for the 
lUP. Any interested community sends the State a preliminary application which the 
State uses to score and rank projects. Only projects that are ready to proceed are 
considered for actual funding that year and are placed, in priority order, on the 
fundable range portion of the lUP. The entire lUP, project priority list, and fundable 
range are advertised in State newspapers for a 30-day public comment period and 
sent to EPA Region X, which places the documents on its website indicating the 30- 
day public review period. With every new handbook which determines the method 
for the priority listing, there is a public comment and hearing process. 

Tennessee: In terms of meeting notices, the State does a mass mail-out to cities, 
en^neering consultants, county executives, utility districts, plant operators etc., to- 
taling about 1100 letters. Projects are scored according to Tennessee regulations, 
and the State posts the draft and final priority ranking lists on their website. 

Florida: Elorida publishes the notice of hearing in the Florida Administrative 
Weekly, and send the draft priority list and general information to all interested 
parties. The draft priority list includes a brief description of each project, proposed 
funding, the type of funding, the priority score, and the population. 

Illinois: In accordance with State statute, Illinois publishes any proposed rule- 
making (including the priority systems for DW and CWSRF) in the Illinois Register. 
Annually the State publishes a notice of the hearing on the Intended Use Plan in 
a quarterly publication, posts a notice on their website, and also mails out copies 
of the priority lists and draft lUPs to individuals and organizations on the State’s 
mailing list. 
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Wisconsin: Wisconsin publishes the project priority list and includes it as a subject 
of an annual public hearing. The public has extensive participation opportunities 
during the promulgation of the administrative rule which dehnes the ranking sys- 
tem used to create the priority list. 

New Hampshire: New Hampshire publishes a public hearing notice in the Man- 
chester Union Leader (a State-wide newspaper) both 30 days and 14 days in ad- 
vance of the hearing. The draft priority list is sent to ah the sewered municipalities 
and those municipalities with landhlls that will require closing. The State holds the 
public hearing in August of each year and open the hearing for public comments 
and accept public input for 2 weeks after the hearing. The priority list is adjusted 
based on public comment. 

Mississippi: A notice of a public hearing is run three separate times in The Jack- 
son Clarion-Ledger (a newspaper with statewide circulation) regarding the draft 
lUP, and any draft amended lUPs. The draft lUP and any amended lUPs are post- 
ed on the State’s website and mailed to consulting engineers, municipalities, and 
rural water associations who have participated in the program in the past, as well 
as any other interested parties. The Executive Director of the American Council of 
Engineering Companies, the Executive Director of the Mississippi Municipal 
League, and the Executive Director of the Association of (County) Supervisors are 
members of the State’s Board, and they notify their members of the draft lUP and 
the hearing date. The State will also make presentations (and booths when appro- 
priate) to the Mississippi Rural Water Association, the Mississippi Water and Pollu- 
tion Control Operators’ Association, the American Council of Engineering Compa- 
nies, the Mississippi Public Works Directors’ Association, the Water Environment 
Federation, and the Mississippi Association of (County) Supervisors regarding the 
priority list process and the approximate date of availability of the lUP. 

Oklahoma: The State holds a public meeting on the SRF Project Priority List and 
any revisions made to the priority rating systems. A notice is published in a state- 
wide publication 30 days prior to the public meeting. The State also circulates infor- 
mation about the Priority List and a description of each proposed project. In addi- 
tion, prior to the public meeting, copies of draft lUP and Priority List are mailed 
to interested parties and potential loan recipients. 

Rhode Island: The State holds a public hearing annually. 

Arkansas: Arkansas has a statewide public notice, a 30-day public comment pe- 
riod, and a public hearing for both Intended Use Plans and the Project Priority 
Lists. 

Louisiana: The priority list and lUP are made available to the public for comment 
at a scheduled public hearing. 

Massachusetts: Massachusetts holds several public hearings (ah following the 
same public notihcation requirements) as a project moves towards the SRF program. 
The Notihcation requirement is two statewide circulation newspaper, internet, and 
notihcation to the Secretary of State. Both spoken and written testimony is accepted 
at the hearing; only written comments after the hearing. Most notably the “NEPA 
Like” review requires a public hearing for each application; all permit requests re- 
quire public hearings. The draft priority list is published 30 days in advance of the 
public hearing and presented at a public hearing, without project descriptions. The 
hearing that has a 30-day notice prior to the hearing and a 30-day comment period 
after the hearing. This year the State will hold its first public hearing and 30-day 
comment period at the outset of the SRF solicitation process to set watershed fund- 
ing priorities. This hearing will give communities notice that solutions to certain 
problems in each watershed will be given watershed planning points in the upcom- 
ing project evaluation. 

Hawaii: Hawaii publishes a public notice in a statewide circulated newspaper on 
the draft lUP and Project Priority List. These documents are made available at each 
district health office throughout the State. A public hearing is scheduled only if 
there is significant interest. 

Vermont: Vermont regulations for lUP and project priority list development in- 
clude statewide publication of a meeting notice (in 3 daily newspapers which have 
general circulation in the State) 30 days prior to holding a public hearing on a draft 
Priority List and lUP. The Draft list, lUP, and a 5-year projection of pollution con- 
trol projects are distributed to approximately 300 individuals and organizations 
(municipal officials, consultants, legislators. State officials, etc.). Public comment is 
received at any time prior to, during, and up to 7 days following the hearing. Fol- 
lowing the close of the comment period, the adopted list and lUP together with a 
responsiveness summary are distributed to the above individuals and organizations. 

New Mexico: The State notifies entities on its mailing list and advertises in The 
New Mexico Register and newspapers of general circulation, inviting entities to sub- 
mit applications for funding. When the priority list is completed, the State again 
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advertises and requests comments for a 30-day comment period. The State used to 
schedule public hearings for the priority list but nobody ever showed up. Based on 
good communication with communities and interest groups, the belief is that they 
are in favor of the projects. Also, because the State has sufficient funding to move 
forward with all projects that have been ready to proceed, there has not been con- 
troversy or competition between communities for CWSRF funds. 

Minnesota: The Project Priority List is prepared according to a priority system 
that is established in Minnesota’s administrative rules. The development of the pri- 
ority system rules followed the extensive pubic participation process required when 
any rules are developed. In addition, the Project Priority List is included as part 
of the annual Intended Use Plan which is provided in draft to all interested parties 
during a public comment period. 

Maine: The draft lUP is mailed to all potential treatment works projects each 
year with a copy of the priority system for comments. 

Nevada: The State publishes the draft priority list and lUP along with a notice 
of a public hearing. The public notice is mailed to over 100 entities (counties, GID, 
environmental groups, etc.) and is also published in 4 major newspapers (Reno Ga- 
zette, Las Vegas Journal, Carson Capital Paper, and Elko Free Press). The State 
also announces the public hearing on its web page to allow public input concerning 
the proposed projects. 

North Carolina: The State held a public hearing with prior notihcation on the 
adoption of rules for the priority system. The State also holds a public hearing on 
each year’s lUP/priority list. Notihcation consists of publication of the hearing in the 
North Carolina Register, selected newspapers in the State, and notices to stake- 
holders and selected interested parties. 

California: The State has NEPA-like reviews, environmental assessments, and en- 
vironmental impact statements for qualifying projects which seek input from the 
various State agencies that may have an interest in or be impacted by the projects. 
Even the smallest projects are sent to public notice (including local government) and 
noticed to other State agencies. Additional coordination and consultation takes place 
on an informal basis. 

Kentucky: Kentucky publishes a statewide meeting notice on the draft priority list 
in newspapers and on its website. They then notify the public and hold a public 
meeting on the draft and respond in writing to any comments received. 

Montana: Each year, Montana publishes notice in its 5 major newspapers an- 
nouncing the availability of draft Intended Use Plans and project priority lists, 
along with a scheduled public hearing date. A 30-day public comment period is also 
provided. The announcement and lUPs are also posted on the State website. The 
DWSRF program uses an advisory committee that includes members representing 
the Montana League of Cities and Towns, the Montana Association of Counties, and 
each House of the Montana Legislature to help develop the draft list. 

Colorado: The State publishes public hearing notices in the Colorado Journal and 
the Denver Post. Draft priority lists are sent to ah communities on the list and ev- 
eryone that requests a copy from the public notice. To date the only public input 
has been communities asking to be added to the list. There have been no controver- 
sies in the program since Colorado (through leveraging) has been able to fund all 
communities that requested loans and were ready to proceed. 

Iowa: The State prepares a draft funding list and presents it to its Environmental 
Protection Commission for information. The following month it is again part of the 
EPC meetings. Press releases re hearings on the draft list go out to the technical/ 
professional organizations, and everyone that applied for funding is sent a direct no- 
tice which includes the draft lUP. Once the hearing is held, the State prepares a 
responsiveness summary and request EPC approval. During each of the three EPC 
meetings statewide notice is made, the agenda of the EPC meeting is made avail- 
able and if anyone request a copy of the agenda brief or the lUP they obtain a copy 
prior to the meeting. Usually, no one shows up for hearings on the lUP. 

Delaware: First, if there are any amendments to the project priority criteria from 
the previous year, the changes are presented to stakeholders at a public workshop 
with requests for comments. They are also sent to EPA for comments and approval. 
Solicitation for projects sent to all eligible parties and interested stakeholders. The 
draft PPL, which is created utilizing Project Priority Criteria, is then sent to all 
those who applied for funding. Notice of public workshop to review the draft PPL 
is sent to ah eligible systems and interested stakeholders. Comments and questions 
are accepted prior to and during workshop. The hnal PPL is created after all ques- 
tions and comments have been addressed. 

Louisiana: Public hearings for the priority list are usually attended only by State 
staff and a court reporter to make a transcript. 
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Question 2. Please provide the committee with data, studies, analysis of State law 
and other information on whether individual States require asset management 
plans when administering loans under the SRF? 

Response. While States may not require recipients to have (or develop) a formal 
asset management plan as a requirement of funding, many require that systems 
have similar plans or establish replacement funds to address future infrastructure 
needs. In the DWSRF program, systems may have to provide documentation that 
would speak to elements of an asset management plan as part of the demonstration 
of technical, financial and managerial capacity. See the attached for additional State 
information. 

West Virginia: No asset management plans are requested or required when ad- 
ministering SRF loans. The DWSRF requires projects that will receive funding to 
have a Capacity Development assessment completed on the system. This will review 
the system’s financial, managerial and technical capabilities and make recommenda- 
tions for improvements. If there were negative findings, then the DW SRF would 
require the system to correct any deficiencies prior to issuing a Binding Commit- 
ment. The Public Service Commission (PSC) also issues a Certificate of Convenience 
and Necessity prior to a water system making modifications to their system. The 
PSC will review the financial aspects of the project and make the determination if 
the system has the rate structure to make the debt service payments and still be 
a financially viable system. The loan applicant has to receive the Certificate from 
the PSC before the DW SRF will close the loan. 

Kansas: Kansas follows the Construction Grant requirements. The Operation, 
Maintenance, and Replacement expenses must be determined by the engineer for 
existing and new facilities, and the User Charge system must provide sufficient rev- 
enues for these expenses. O, M, and R charges must be proportional to use. The Re- 
placement Account is required to be established to set aside funds for future major 
equipment items (usually an3dhing over $2000 cost) that have a useful life more 
than 1 year and less than 20 years. The Replacement Account is a separate sinking 
fund savings account to insure money is available at the future time equipment 
needs to be replaced. The financial capability review required with SRF loans also 
insures adequate funds are collected to repay the loan. 

Georgia: The State has no asset management requirement, but an Operation and 
Maintenance Manual is required to be submitted within 1 year of project start-up. 
For some of the more sophisticated consultants, these manuals are fairly elaborate, 
often detailing higher-level operational issues. 

Nebraska: State legislation requires loan recipients to develop and implement a 
long-term wastewater treatment works management plan for the term of the loan, 
including yearly renewals. 

Maryland: Maryland has no requirement. However, financial advisory services 
may be provided to small communities on how best to achieve/maintain financial ca- 
pacity (usually an outcome of the State’s financial/credit review). 

Virginia: State law, which existed prior to the Federal capacity development re- 
quirements, allows the State to require a Comprehensive Business Plan (CBP) for 
permit issuance or to require corrections at an ill-performing waterworks. The CBP 
addresses capacity to operate the waterworks in the long term. In addition the VDH 
Waterworks Regulations require a Preliminary Engineering Report (PER) for any 
new project to address that project as well as the existing waterworks facilities. 
CWSRF regulations currently do not require the loan recipient to develop an asset 
management plan. The existing program does, however, review and evaluate the re- 
cipient’s current and proposed operation, maintenance and replacement (O/M&R) 
cost and borrowing impacts. The loan agreement requires that each system be oper- 
ated in a sound and economical manner and that the loan recipient maintain the 
system in good repair and operating condition. The program requires the develop- 
ment of an adequate and appropriate sewer use ordinance and the loan agreement 
requires that the recipient maintain an adequate user charge fee structure to assure 
proper continued operation. The loan program evaluates the impact borrowing has 
on the residential users of the system. This information is shared with the potential 
recipient in order to evaluate its yearly operational budgeting impacts. In addition, 
DEQ offers and provides technical support and assistance to any locality or operator 
experiencing operational problems. 

Alabama: The State has no formal asset management plan requirements. How- 
ever, a financial advisor under contract with this Department conducts a thorough 
review of each SRF recipient and advises them of any needed changes to ensure via- 
bility of the system. This service has proven effective, as evidenced by a zero default 
rate for the SRF programs. 

Utah: Utah has nothing directly associated with asset management as such. Each 
applicant provides an engineering report summarizing its needs and the latest in- 
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spection report is evaluated and taken into consideration. The capacity development 
review is made according to Utah’s adopted standard. Each loan recipient is re- 
quired to establish and maintain throughout the life of the loan a capital facilities 
replacement account with annual deposits equaling 5 percent of the system’s annual 
budget including debt service and depreciation. Other systems are encouraged to do 
the same since the interest rate is discounted for those having such accounts. 

Missouri: Communities within the State are slowly but steadily moving to perform 
asset management pursuant to GASB 34 requirements. 

Alaska: The State does not require a formal asset management plan as a condi- 
tion of receiving an SRF loan. However, in our project consultation phase, these 
types of plans are encouraged and may afford the project a higher priority ranking. 
Our experience has been that this type of incentive is much more effective than re- 
quiring an asset management plan by regulation. If a system misses the funding 
cutoff by a few points because they didn’t have an asset management plan, the next 
year they certainly will have one. 

Washington: Water system plans identify necessap' capital construction projects, 
associated costs, and payment strategies. The principal goal of water system plan- 
ning is to make the best use of available resources in order to provide high quality 
service and protect the health of utility customers. The State looks at the utility’s 
water system plan as the foundation, whereby the utility takes a comprehensive 
look at all of its needs, desires, and requirements. The State considers a water sys- 
tem plan (or small water system management program) to be part of the system 
capacity requirements. 

New York: The CWSRF program does not require this at present. Larger commu- 
nities such as NYC have well defined planning and budgeting programs that 
produce 5- and 10-year capital plans typically. For the DWSRF, applicants must 
provide their current adopted capital and operating budgets, financial statements 
(audited if available) for the 3 most recent fiscal years, their official statement or 
document associated with the most recent public issuance of debt, cost documenta- 
tion for the refinancing of costs already paid, and stand-alone financial reports that 
have been developed by the applicant within the last 3 years. 

New Jersey: For private water systems, the Board of Public Utilities determines 
financial and managerial capabilities and reviews various financial and organiza- 
tional documents from the private water company including Annual Reports and 
Management Audit Reports. The Department of Community Affairs looks at annual 
budgets/audits for the publicly owned water systems, including municipalities, coun- 
ties, etc. 

Oregon: Asset management plans are not required, but to obtain an SRF loan, a 
community must either have a Facility Plan, Plans and Specifications, and Oper- 
ations and Management Plan. Additionally, when reviewing user charge systems 
prior to awarding a loan, the State requires a rate system that not only covers the 
cost of repa3dng the CWSRF loan but also O&M costs. 

Idaho: Asset management plans are not required, but to obtain an SRF loan, a 
community must either have a Facility Plan, Plans and Specifications, and Oper- 
ations and Management Plan. Additionally, when reviewing user charge systems 
prior to awarding a loan, the State requires a rate system that not only covers the 
cost of repaying the CWSRF loan but also O&M costs. 

Tennessee: Asset management information is obtained and reviewed by the State 
through the following documents: facilities plans, operating and maintenance manu- 
als, user rate systems, etc. 

Florida: The State requires project sponsors to meet capacity development re- 
quirements. While this does not specifically address asset management, it does pro- 
vide documentation that the systems are managing their resources adequately. 

Illinois: Pursuant to State rules on planning, a loan applicant has to look at what 
is needed to achieve and maintain compliance. In order to do that, the engineer has 
to look at the existing assets and evaluate their viability. In reviewing user charge 
systems prior to loan award, the State makes sure that the established rates are 
adequate to not only pay off the loan but are adequate to pay for operation, mainte- 
nance, and replacement. 

Wisconsin: Although the State does not require assets management plans as a 
condition of receiving SRF loans, it does require that loan recipients establish and 
maintain an equipment replacement fund. Wisconsin also has in place an extensive 
compliance maintenance program which requires each POTW to annually assess 
and report on the physical conditions and performance of the treatment works. One 
of the objectives of the compliance maintenance program is to extend the useful life 
of the treatment facilities. 

Mississippi: Part of the financial capacity assessment of the water system capacity 
assessment program asks the following: 
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• Is the municipality current in submitting audit reports to the State Auditor’s 
Office? 

• Was a copy of the latest audit report available for review at the time of the sur- 
vey? 

• Does this audit clearly show that water and sewer fund account(s) are main- 
tained separately from all other municipal accounts? 

or: 

• Has the rural water system filed the required financial reports with the State 
Auditor’s Office and were these reports available for review? 

• Does the latest financial report show that receipts exceeded expenditures? 

And regardless of whether the system is municipal or rural: 

• Has the water system raised water rates in the past 5 years or can the system 
provide acceptable financial documentation clearly showing that rate increase is not 
needed and that revenue has consistently exceed expenditures by at least 10 per- 
cent? 

• Does the system have an officially adopted policy requiring that water rates be 
routinely reviewed and adjusted as appropriate, and was this policy available for re- 
view during the survey? 

• Does the water system routinely follow an officially adopted cutoff policy for 
customers who do not pay their water bills, and was this policy made available for 
review during the survey? 

• At the time of the survey, were 5 percent or less of the customers (active me- 
ters) of the water system delinquent in paying their water bills? 

As part of the loan application process, each applicant is required to show wheth- 
er the current rate structure is sufficient to make the note, if it is not, a proposed 
rate increase must be included. 

Under State law, municipalities must authorize repayment from their portion of 
the tcixes collected by the State Teix Commission, and counties must authorize re- 
payment from their homestead reimbursement funds. Should these not be sufficient 
to make the repayment amount, then a check is required. 

Listed as part of the Management Capacity Assessment portion of the Water Sys- 
tem Capacity Assessment program is: 

• Have acceptable written policies and procedures for operating this water system 
been formally adopted and were these policies available for review during the sur- 
vey? 

• Have all board members completed Board Member Training (required of all 
members newly elected after passage of State law)? 

• Does the Board of Directors meet monthly and were minutes of Board meetings 
available for review during survey? 

• Does the system have any SDWA violations within the past 24 months? 

• Does the water system have the ability to provide water during emergencies 
(generator, emergency tie-ins, etc.)? 

Oklahoma: Oklahoma SRF loan recipients agree to covenants in the loan agree- 
ment that the system will be operated and maintained in good condition. The State 
has implemented an annual asset inspection program for all completed loan projects 
to insure that this loan covenant is being complied with. Asset inspections verify 
annually if the borrowers infrastructure is being operated and maintained. Also, all 
loans require net revenue available for debt service to equal at least 125 percent 
of the maximum annual amount required to repay the loan. Excess revenues may 
be utilized by the borrower for O, M & R expenditures. Net revenues and debt cov- 
erage ratios of each borrower are verified annually as annual audits are reviewed 
by the State. For the DWSRF, all systems must meet our capacity development 
guidelines which require the system to have adequate financial, managerial and 
technical capacity. 

Rhode Island: All CWSRF borrowers received construction grants and are still op- 
erating under those requirements for O, M, and R. 

Louisiana: The State does not require an asset management plan, but does re- 
quire an annual audit for State review. Plans may exist as part of the audit report. 
Louisiana also requires the development of a rate structure with an annual review 
to assure that the cost of operating and maintaining the system will be covered, and 
the development of an O&M Manual for use by employees of the system. 

Massachusetts: The State has maintained the requirement that O&M manuals 
must be reviewed and approved by DEP prior to a treatment works completion cer- 
tification can be accepted. Projects funded under revenue bonds must provide an ini- 
tial rate structure that covers O&M, debt service, and budget reserves to maintain 
the fiscal health and stability of the system. Future capital debt must be approved 
and made subordinate to SRF debt. Annual financial statements and reports are re- 
quired for revenue bonds as well. 
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Hawaii: The State does not require an asset management plan, however, they 
conduct an annual operation and maintenance inspection of all POTWs through 
which they review their sewer user charge systems in terms of financing operation, 
maintenance and replacement costs and debt service requirements as well. 

Vermont: No formal asset management plan is required; however, municipal loan 
recipients are required by State law to adopt a capital budget and program. Also, 
as part of the pollution control funding program, the State assists municipalities 
with development/changes to user charge systems. 

New Mexico: Although the State does not require a formal asset management 
plan, they do have the following components in place. They require review of the 
existing and/or proposed rate structures as well as a form of dedicated revenues by 
pledging a repayment stream via an ordinance that is adopted through the entity 
governing body. In addition, a debt reserve and replacement reserve is required. 
They also coordinate technical assistance for operators and managers of facilities 
constructed with CWSRF funds. This is considered the most effective use of limited 
dollars and staff time to assure that facilities are operated to meet water quality 
requirements and to prolong the useful life of facilities. 

Minnesota: Municipalities that have the financial capability to borrow SRF funds 
for construction or rehabilitation of water and wastewater facilities can be reason- 
ably expected to continue to have sufficient financial capability to incur debt for the 
capital cost of future improvements. Many communities do have asset management 
plans and some establish a capital replacement fund for future improvements. Min- 
nesota has a State supplemental assistance program that can provide grants or 
other assistance in combination with CWSRF funds for high cost projects. Recipients 
of these funds are required to establish a long-term capital replacement fund which 
can only be used with approval from the Public Facilities Authority. 

Maine: The State does not require asset management plans, but does require a 
facilities plan that addresses age of system and other pertinent information. Larger 
communities with staff do assess their equipment and manage their assets. 

North Carolina: DWSRF loan recipients must meet ready to proceed criteria to 
receive funding, which include having engineering plans and specifications approved 
by the State prior to construction. For an authorization to construct to be issued, 
the system must have prepared a Water System Management Plan which includes 
asset management considerations such as the projected useful life of the equipment 
and how they plan to fund the maintenance and replacement. The guidance docu- 
ment requires: a positive cash flow for the upcoming five year period; adequate cap- 
ital to finance equipment replacement; an operating cash reserve greater than or 
equal to one-eighth of the annual operating, maintenance and administrative ex- 
penses of the water system that will be fully funded at the end of the first year of 
operation; an emergency cash reserve greater than or equal to the cost of replacing 
the largest capacity pump that will be fully funded at the end of the fifth year of 
operation (or if they applicant owns multiple water systems, showing reserves af- 
fording greater or equal capabilities, or showing equivalent financial capacity to 
comply with requirements); budget and expenditure control procedures and adoption 
of generally accepted accounting procedures. 

California: California requires several elements that might be included in an 
asset management plan. These include a user rate structure to assure sufficient 
funds to properly operate and maintain the facilities and the Wastewater Capital 
Reserve Fund to provide funds for replacement of some equipment. 

Kentucky: All projects must go through a program and credit review before being 
approved. Any asset management issues at that time are placed as conditions of 
funding. The State is available to work with communities to remedy any defi- 
ciencies. 

Montana: Systems’ operating and maintenance budget, which may include any re- 
serve funds (such as capital replacement), and rate structure, etc. are addressed in 
the Preliminary Engineering Reports and reviewed during the application process. 
For the drinking water program, this is also done in conjunction with the capacity 
development review. 

Colorado: Colorado currently requires communities to have a 10-year capital im- 
provement plan as well as a user charge system that covers O&M, Replacement and 
debt service. 

Question 3. Please provide the committee with data, studies, analysis of State law, 
and other information on whether coordination and consultation takes place be- 
tween water facility planners and State transportation planners, watershed plan- 
ners, and land use planners? 

Response. Coordination and consultation with relevant State agencies is com- 
monly conducted as part of the environmental review process. SRF projects subject 
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to Federal cross-cutting authorities must also comply with the Demonstration Cities 
and Metropolitan Development Act which instructed Federal Agencies to consult 
with local officials to ensure smoother coordination of their assistance programs and 
to ensure that projects funded under Federal programs are consistent with local 
planning requirements. States may also have their own laws and regulations relat- 
ing to coordination with State agencies. See the attached for additional State infor- 
mation. 

Alabama: The Intended Use Plan is provided to a large group of diverse interests. 
In addition, recipients are required to coordinate with the USFWS, COE, historic 
preservation officer, and regional planning agency prior to submitting a request for 
funding. The State’s environmental review process again provides for these organi- 
zations, other agencies, and the public at large to comment on these projects. Ala- 
bama’s water planning program and SRF programs are both administered by the 
same division in the environmental regulatory agency. 

Alaska: Both SRF priority lists are available to other State and local government 
planning entities. (There are no county governments in Alaska.) At the planning 
and design phase of a project, an extensive coordinated review occurs through the 
State Division of Governmental Coordination within the Governor’s Office. 

Arkansas: The Arkansas Soil and Water Conservation Commission is responsible 
for the State Water Plan, NPS planning and monitoring, and ground water planning 
and monitoring, plus providing State and Federal funding for water projects. 

California: During the planning process project alternatives are considered in 
light of these various plans both as part of the project report and environmental re- 
view. The contents of the project report is specified in the SRF Policy and the envi- 
ronmental review document, for the most part, by CEQA. 

Colorado: Colorado has a site application/approval process on all new or upgrades 
of POTW’s. This process requires the POTW to get comments and approvals from 
adjacent communities, counties, and regional water quality planning agencies. 
Counties also have a similar 1041 permitting process which includes public hearings 
on proposed construction. The SRF planning process also requires public meetings 
on proposed projects. 

Delaware: All DWSRF projects in Delaware must be approved by the Cabinet 
Committee on State Planning Issues (CCSPI) prior to issuance of a binding commit- 
ment. The CCSPI is managed through the State Planning Office and consists of 
Cabinet Secretaries from many of the Departments in the State, including Dept, of 
Natural Resources and Environmental Control, Dept, of Transportation, Dept, of 
Public Safety, Dept, of Education, Dept, of Agriculture, Dept, of Health and Social 
Services, Dept, of Finance, State Housing Authority and Budget Office. A project 
will not be approved unless it is in compliance with “Livable Delaware”, the State 
Land Use Planning Act and with County Comprehensive Plans. 

Florida: All projects must go through the clearinghouse, so the appropriate staff 
in each department have the opportunity to provide input prior to any design work 
being authorized. Because each facility plan is also reviewed by numerous programs 
within the Department of Environmental Protection, there are additional opportuni- 
ties for coordination on various issues, such as consolidation, watershed/source 
water protection, and land use planning. 

Georgia: Under Georgia’s current Governor, Roy Barnes, GEFA is taking the lead 
in addressing water related issues on a regional basis and the associated issues that 
the committee may have interest in. More information is available through the 
State’s website at: www.northgeorgiawater.org The Executive Coordinator is Ted 
Larrabee who can be reached at 404/463-7206. 

Hawaii: Hawaii does not have a process of integrating all planners from different 
agencies, however, Hawaii’s Revised Statutes, Chapter 243, requires that all 
projects using State land, funds and resources must submit an environmental as- 
sessment which is reviewed by all State agencies. Also, if a project involves a change 
of zoning, the Land Use Commission must submit the proposed project for all State 
agencies review.’ 

Idaho: Facility plans for POTWs include consideration of related plans such as 
land use plans, comp, plans, etc. The facility planning process also includes a de- 
tailed environmental review process under the Federal Environmental Policy Act. 
There is no formal consultation with the entities that develop these other plans. 

Illinois: Coordination with various levels of government is done on an as needed 
basis. It is definitely not needed on every project. There is no specific requirements 
for the coordination, although agencies have opportunity for input into the planning 
process through the public participation process. 

Kansas: The environmental review process requires a public meeting and public 
hearing of the applicant, and intergovernmental review by interested Fed and State 
agencies. Planning and Zoning authority is at the city and county level of govern- 
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ment, at their option. Wastewater projects must be in conformance with county-level 
and/or city-level plans, as typically a “special use permit” (rezoning) is required for 
a new wastewater treatment plant site. Local agencies also do water long range 
planning, and land use plans, and transportation plans to an extent. Watershed 
planning is done at the State level, if done at all. (KDHE does TMDLs for water 
quality, but water quantity (flooding) is by others.) The environmental clearance 
documents are sent to about 16 interested Fed and State agencies, the re^onal 
Planning Commission if there is one, the local newspapers, EPA, and other inter- 
ested parties. 

Kentucky: Kentucky has help several “Smart Growth” forums across the Common- 
wealth over the past year. It is the Governor’s intent to pass legislation relating to 
Smart Growth initiatives. 

Louisiana: There is no coordination between the different planners in the State. 

Maine: A new law passed (PL770) requires that all State and Federal moneys 
loaned or granted for sewer extensions must be in growth designated areas to avoid 
sprawl. 

Maryland: This is at the discretion of the borrower when planning water/sewer 
projects. However, prior to providing SRF assistance, the State undertakes a State 
Clearinghouse Review, which offers several State agencies an opportunity to review 
the proposed project and offer any comments. Projects also have to be in compliance 
with the State’s Smart Growth/Priority Funding Area legislation. 

Massachusetts: The Massachusetts SRF program is integrating the Massachusetts 
Watershed Initiative (MWI) into the annual priority setting mechanism. The MWI 
is also implementing the Community Preservation Act — our version of Smart 
Growth. This effort just completed a build-out analysis of all 351 communities. The 
Community Preservation Act requires the community to accept the build out plan. 
In addition, the acceptance also allows the community to charge 3 percent of the 
first $100,000 of a property sale to provide funds for land acquisition, historic prop- 
erty restoration, and affordable housing. The State will match funds used from the 
3 percent to subsidize expense. Communities that accept the Community Preserva- 
tion Act receive 10 points on any State funded program priority lists. 

Minnesota: The Minnesota Public Facilities Authority is the responsible for man- 
agement of the CWSRF and the DWSRF and the financial administration of the 
loan programs. The Authority is made up of the Commissioners or their delegates 
from six State departments: Pollution Control Agency, Health, Agriculture, Finance, 
Transportation and Trade and Economic Development. The make up of the Author- 
ity and the good relations between Authority staff and the other departments allows 
for extensive coordination and consultation. Authority staff also consult regularly 
with staff from the State planning office. Minnesota has also established a high de- 
gree of coordination with Federal Agencies, including USDA Rural Development and 
the Army Corps of Engineers, as well as the State staff that administer HUD block 
grant funds. This State-Federal coordination has been very successful. 

Missouri: The State does coordination as part of its NEPA-like environmental re- 
view requirements. 

Montana: No coordination generally occurs between the water/wastewater facility 
and transportation or land use planners unless those agencies were to provide com- 
ment during the environmental review process. During that process, at a minimum 
the applicants must provide information and request comments from Montana De- 
partments of Environmental Quality, Fish Wildlife and Parks, Natural Resources 
and Conservation, the State Historic Preservation Officer, U.S. Fish and Wildlife 
Service, and the U.S. Army Corps of Engineers. Other agencies may also be con- 
tacted, as applicable, for a specific project. Some coordination with transportation 
planners may also occur at the local level on a project specific basis when integral 
to construction. Coordination does occur regularly between the major State and Fed- 
eral Agencies that provide funding for public works projects in Montana. This orga- 
nization is called the Water, Wastewater, and Solid Waste Action Coordinating 
Team (W2ASACT) and meets bi-monthly to review status of current and future 
projects. If a new drinking water source is proposed as part of a project, the State’s 
DEQ Source Water Protection program does become involved in the review process. 
The WPCSRF program uses an integrated priority list ranking system that con- 
siders TMDL development and watershed issues. Projects are ranked by these prior- 
ities for TMDL development. 

Nebraska: Coordination and consultation is generally done at many levels on a 
regular basis and specifically to some extent on an individual project basis. The crit- 
ical people that need to be involved in any given situation (program or project) are 
brought together when needed. 

Nevada: The State promotes coordination and planning across appropriate levels 
of government to maximize use of existing infrastructure, to control sprawl, to pro- 
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mote watershed protection, etc. The Infrastructure Of Nevada Communities (INC) 
was established to bring together groups like RCAC, the Nevada Bureau of Health, 
State Division of Water Planning, Groundwater Task Force, Conservancy Boards, 
Nevada Division of Environmental Protection and others to address water quality 
infrastructure needs at the most affordable cost. 

New Hampshire: The State requires that each application for a SRF loan be for- 
warded to the Office of State Planning to undergo the Intergovernmental Review 
Process. 

New Jersey: Depending on the level and scope of a given project, the Department 
requires coordination with different groups and permitting agencies such as the Wa- 
tershed Management and Permitting Program which promotes a watershed-based 
approach enabling the Department to better address regional problems and opportu- 
nities, assess the implication of various water supply issues, and better evaluate pol- 
lution from all sources including identifying the most effective way to control non- 
point source pollution in the project area. The existing SRF program structure in 
New Jersey requires that, as a condition to qualify for funding, applicants must re- 
ceive all applicable permits and approvals to undertake the project. 

New Mexico: There is coordination done with the Surface Water Bureau and the 
Ground Water Bureau of the New Mexico Environment Department. All CWSRE 
projects are funded in coordination with the State water quality management plan. 
There is currently no coordination with State transportation planners or land use 
planners. There are no State land use planners. There is no State land use planning 
requirement or even a State planning office in New Mexico. 

New York: Environmental review process and documents and forms that have to 
be prepared by local communities address land use and watershed issues; transpor- 
tation issues not as much. Public notice of environmental review documents is made 
to all affected agencies. There is significantly more coordination in urban areas than 
in rural areas. Formalization of the coordination efforts among drinking water and 
wastewater planners, specifically State and Federal funding agencies, has recently 
taken place in New York. Part of this effort is devoted to providing training and 
outreach to planners and officials at all levels of government and to the private sec- 
tor. This outreach is aimed at raising the level of interest for other planners to con- 
sult and coordinate their efforts with the water planners. 

North Carolina: NEPA-like reviews, environmental assessments, and environ- 
mental impact statements for qualifying projects seek input from the various State 
agencies that may have an interest in or be impacted by the projects. Even the 
smallest projects are sent to public notice (including local government) and noticed 
to other State agencies. Additional coordination and consultation takes place on an 
informal basis. 

Oklahoma: With respect to water facility plans, all SRF loans are coordinated 
with the appropriate regional planning agencies. State water regulatory agency. 
Prior to project planning approval concurrence must be gained from the State regu- 
latory agency (208 & facility standards). Substate planners are all notified during 
the planning process. There is no coordination with State transportation planners. 
There is coordination with watershed plans. All SRF loans are coordinated with the 
appropriate Federal/Statedocal water shed planners (208 Management Plan Water 
Quality Standards, NPDES, State construction permits/stormwater runoff), COE 
404 permitting process, and local floodplain coordinators. This coordination is done 
during the planning and/or design stage. Coordination with land use plans is done 
as it applies to prime farmland protection and threatened or endangered species. 
Generally, the Oklahoma SRE projects are not development projects, but upgrades 
or expansion existing facilities to enhance watershed protection and to bring com- 
munities into compliance with the appropriate Federal act. 

For DWSRF projects, the DEQ also requires each DWSRF project to submit a en- 
vironmental and engineering report to be reviewed first by the project coordinator 
and district engineer respectively. The environmental assessment is sent out to 
local. State and Federal Agencies for comment prior to approval. 

Oregon: For POTWs the State’s facility planning requirements include consider- 
ation of related plans such as land use plans, comp, plans, and watershed plans. 
The facility planning process also includes a detailed environmental review process 
under the State’s Environmental Policy Act. Through master plans, water planners 
must consider traffic patterns & proposed development in planning for source capac- 
ity, storage capacity & water movement in the distribution system. Less coordina- 
tion historically goes on with watershed planners here, though it is increasing. Or- 
egon’s Drinking Water Program has a land use planning requirement. A construc- 
tion plan is reviewed or approved only when accompanied with a signed statement 
of land use compatibility from the local land use planning authority based upon a 
State approved land use plan. Oregon Revised Statutes 448.165, Water Systems. 
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Rhode Island: At the facility planning stage, communities must get in contact 
with State historical, DOT, statewide planning. Facility plans are not approved until 
the statewide planning office has provided comments. 

Tennessee: Coordination and planning across appropriate levels of government 
agencies is done through the existing Interdisciplinary Environmental Reviews. The 
Tennessee Division of Community Assistance Contacts the following Agencies dur- 
ing the planning phase of all CWSRF/DWSRF projects: Department of Agriculture, 
Department of Economic and Community Development, Department of Transpor- 
tation, Division of Air Pollution Control, Division of Archaeology, Division of 
Groundwater Protection, Division of Natural Heritage, Division of Solid Waste Man- 
agement, Division Water Pollution control Division of Water Supply, Tennessee His- 
torical Commission, Tennessee Wildlife Resources Agency, Tennessee Valley Author- 
ity, US Army Corp of Engineers, US Fish and Wildlife Service. 

Utah: The SRF program does not talk directly to the planners at the State level. 
The local association of government coordinates those issues as, at times, the county 
commissions. The usual projects that are funded involve renovation of existing 
works or are so small they don’t impact local planning. Communities vary as to the 
involvement of planners in their infrastructure, its maintenance, improvement or 
expansion. Water conservation and management are big issues and a water man- 
agement and conservation plan are required of each recipient of financial assistance 
as are inclining block rates for water service. 

Vermont: ANR is currently proposing a change to the priority system that would 
limit funds to projects that will support “smart growth” and avoid those projects de- 
fined as sprawl inducing. There has been increased coordination on new projects be- 
tween growth analysts, land-use planners, project engineers, and department staff 
to address growth issues/secondary impacts at the outset of facilities planning. An 
initiative is underway to develop ways for addressing water quality impacts related 
to sprawl in regulatory reviews conducted by the department. 

Virginia: For the DWSRF — ^Virginia law created an entity — the Planning District 
Commission (PDC) — that is charged with coordinating resources. Each PDC is re- 
sponsible for a particular geop'aphic area that usually will encompass 4 to 5 coun- 
ties (http://www.institute.vir^nia.edu/vapdc/pdcmap.htm) and serve as a clearing- 
house for review of application for DWSRF Federal funds. The PDCs receive ad- 
vance information regarding any impending DWSRF activity. The environmental re- 
view process involves these types of entities described in the question. In addition, 
VDH issues transmittal letters with construction permits to approve projects. Ref- 
erence is made that local permits that apply must be obtained. Of course this in- 
cludes land zoning. 

For the CWSRF — While loan procedures do not specifically require that each loan 
recipient coordinate its planned wastewater project activities with area and State 
water facility planners, transportation planners, watershed planners and land use 
planners, it would be unrealistic to imply that no communication or coordination is 
apparent. Any proposed wastewater and sewer conveyance projects is required to ob- 
tain the necessary permits to construction and alter land use. Local governments 
and its consultants know the importance of early and adequate communication and 
coordination during the planning stage of a project in order to obtain necessary per- 
mits. State law requires local governments to develop and maintain land use plans. 
When the capitalization grant is prepared, DEQ is required to notify the State’s re- 
gional planning authorities of the SRF contemplated projects across the Common- 
wealth. In addition, all environmental assessments (reports) prepared for a SRF 
planning project are required to be formally submitted to various State and local 
regulatory agencies. Each loan recipient must schedule, properly notice and hold a 
public hearing to receive comments on its planned activity. Once this is finalized, 
the State issues and publishes its environmental review statement or a categorical 
exclusion statement. This again is published in a local newspaper and public com- 
ments are solicited in regards to the State’s environmental clearance being issued 
for the project. In Virginia, it would be highly unlikely that any agency, group or 
individual could claim that they were not given ample notice of any impending 
project and/or given the opportunity to comment and be consulted during the plan- 
ning process of a project. 

Washington: DOH (DWSRF) coordinates with a variety of Water Resource Inven- 
tory Areas across the State at various levels; participates in regional planning ef- 
forts/coordination that cross all planning boundaries (land use, transportation, wa- 
tershed, critical areas, adequacy, fish and wildlife). Water system plans are sub- 
mitted to local governments for review and all plans for systems over 1000 connec- 
tions are required to follow the SERA process. Each plan is developed by the water 
system/consultant and submitted to DOH for review and approval. The process co- 
ordinates with Ecology on water resource issues. 
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For POTW projects funded through the CWSRF, the State’s facility planning re- 
quirements include consideration of related plans such as land use plans, shoreline 
management plans and watershed plans. The facility planning process also includes 
a detailed environmental review process under the State’s Environmental Policy 
Act. 

West Virginia: There is no official coordination, per se, however the West Virginia 
Infrastructure and Jobs Development Council (IJDC) coordinates the water and 
wastewater projects that seek any State funds in West Virginia and water systems 
may request funds at the same time wastewater systems are, or economic develop- 
ment requests in areas that may be pursuing loans. The projects are reviewed tech- 
nically and financially prior to receiving approval from IJDC. The review process 
also includes alternatives to the proposed projects. Specifically if there is existing 
infrastructure that could provide the same service as the project proposes. If there 
are less expensive alternatives, then the project will have to be justified to receive 
approval from IJDC. The DW SRF is a member of the IJDC. As a part of each 
project, an environmental review is conducted and if there are potential impacts, 
then the project design may have to be reevaluated. 

Wisconsin: The State requires that all projects receiving loans undergo a review 
under the State equivalent of the National Environmental Policy Act. This review 
involves coordination between State and local government planners. The State also 
requires approval of a facilities plans for each treatment facility. The facility plan 
approval requires that the project conform with water quality management plans 
developed under Section 208 of the Federal Water Pollution Control Act Amend- 
ments by local government planning agencies. Facility plans must also conform with 
water basin plans that are developed by WDNR staff. There is also a requirement 
that the wastewater facility plans be reviewed by A-95 planning agencies (regional 
planning agencies or local government planning agencies) with comments provided 
to WDNR. In all cases it is likely that some level of unmandated consultation does 
occur between water facility planners, land use planners and transportation plan- 
ners, appropriately at the local government level. In addition, the WI priority scor- 
ing system assigns additional points to projects that are consistent with local re- 
source management plans. 

Louisiana: Coordination currently exists through the clearinghouse review that af- 
fords other agencies an opportunity to review and comment on proposed projects. 
In addition, Louisiana is in the process of making the SRF a part (Volume 7) of the 
Louisiana Water Quality Management Plan under Municipal Waste Treatment. The 
SRF program is being used as part of the watershed planning effort under the WQM 
plan, which depends on the SRF program to provide a substantial part of the pro- 
gram for municipal waste treatment. This is useful to both the watershed planning 
part and the land use planning since the two overlap. 

Question 4. In meeting with stakeholders before introduction of S. 1961, I came 
to understand that the problem of nonpoint source pollution is one of the most 
unmet problems confronted by the Clean Water Act. To address that problem, we 
made nonstructural projects eligible for funding under a State SRF in S. 1961. How- 
ever, in subsequent meetings, I have learned that nonstructural projects are rarely 
considered because the plans to implement their construction and the mechanisms 
for their payment are different than wastewater treatment facilities. How can we 
ensure that nontraditional projects are funded so as to address the unmet need of 
nonpoint source pollution problems? 

Response. We believe that the requirements related to the priority setting system 
will go far to increase the number of nonpoint source projects that are funded 
through the Clean Water SRF. As written, the bill would require that States use 
available water quality data (e.g., information developed by the State under CWA 
sections 303(d) and 305(b); the State’s continuing planning process developed under 
section 303(e), the State’s nonpoint source management program under section 319, 
any estuary plans developed under section 320 etc.) to determine their overall water 
quality problems in the State. Inherent in this is an acknowledgment of the various 
sources of water quality problems and their relative contributions, whether they be 
point or nonpoint source. Then the States would have to develop a priority ranking 
system that ranks eligible projects to address those problems. 'The priority ranking 
system combined with the requirement to fund projects in priority order, to the 
maximum extent practicable, will work together to achieve improved water quality 
benefits, whether they are related to point source or nonpoint source solutions. EPA 
is working with the States to streamline the water quality data reporting process 
and improve the quality of the data. 
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Response of Benjamin Grumbles to Additional Questions from 
Senator Baucus 

Question. Other panelists have testified that the infrastructure for water and 
sewer systems is in considerable disrepair. Does this situation pose a significant 
public health hazard? If it does pose a major risk to public health, should that affect 
the budget priority afforded water and wastewater infrastructure funding by this 
Administration? 

Response. Substantial work remains to address remaining risks associated with 
wastewater infrastructure in our nation. In terms of the 900 cities across the coun- 
try with combined sewer systems, EPA reported in its January 29, 2002, Report to 
Congress that although cities have made substantial progress and investments in 
CSO control and are realizing public health and water quality benefits, CSOs con- 
tinue to pose a public health and environmental threat. 

Sanitary sewer overflows also represent public health and water quality threats. 
EPA estimates that there are at least 40,000 sanitary sewer overflows each year. 
Untreated sewage from these overflows can contaminate our waters, causing serious 
water quality problems and threatening drinking water supplies in addition to fish 
and shellfish. Untreated sewage can also back up into basements, causing property 
damage and threats to public health for those exposed to untreated sewage. As col- 
lection systems continue to age, sanitary sewage overflows may increase unless sub- 
stantial effort is made to properly manage, repair, and replace systems. 

Any time there is a failure in a drinking water transmission or distribution pipe, 
there is a potential risk to public health caused by disruptions to the treatment 
process and introduction of contaminated water into the distribution system. As 
pipes continue to age and deteriorate, deficiencies could contribute to an increase 
in waterborne disease outbreaks. The vulnerability of surface and ground water 
sources of drinking water to contamination can also pose a risk to public health. 
States are conducting assessments to determine the susceptibility of sources to con- 
tamination, but if States and water systems fail to take the next step of actually 
implementing protection measures, there will be little benefit to public health. 

The Administration considers water quality and public health protection as prior- 
ities and is committed to improving the nation’s water quality and ensuring the 
safety of drinking water. The President’s FY 2003 budget request underscores this 
commitment. The President’s budget provides the largest SRF request in the history 
of the SRF programs. However, the President did clearly identify in his State of the 
Union address his highest priorities as defense and homeland security. Appropria- 
tion levels that are higher than those included in the President’s budget would not 
be consistent with those priorities. 


Responses of Benjamin Grumbles to Additional Questions from 
Senator Crapo 

Question 1. Although S. 1961 proposes a higher authorization level than the EPA 
supports, do you believe an investment of $20 billion for clean water and $15 billion 
for drinking water projects over 5 years can be effectively managed to meet the na- 
tion’s needs? At what financial level will the State Revolving Funds be self-sus- 
taining after this investment period? 

Response. The President’s Budget proposes funding of $1,212 billion for the Clean 
Water SRF and $850 million for the Drinking Water SRF. At these funding levels, 
the CWSRF will revolve at an average level of over $2 billion and the DWSRF will 
revolve at an average level of $500 million annually through FY 2035. As of June 
2001, approximately $3.4 billion in CWSRF funds and $1.4 billion in DWSRF funds 
remained unallocated by the States. 

While the SRFs have proven to be highly effective programs, the bill’s authoriza- 
tion levels are not consistent with the President’s Budget. 

The Administration looks forward to working with the committee on a fiscal ap- 
proach centered appropriately on shared responsibility, particularly on incentives for 
creative and innovative approaches now being used to address these issues by nu- 
merous States and communities. 

Question 2. Are the levels of technical assistance for small communities over the 
next 5 years called for in the bill ($7 million per year for communities of less than 
3,300 people located in a rural area, $5 million a year for Small Public Water Sys- 
tems Technology Assistance Centers, and $1.5 million a year for the Environmental 
Finance Centers) appropriate investments? 
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Response. We believe the appropriation levels included in the President’s FY 2003 
budget represent appropriate funding levels for technical assistance to small com- 
munities. 

Question 3. Have State program managers generally demonstrated appropriate 
competency and expertise to fully implement the goals of the Clean Water Act and 
the Safe Drinking Water Act? If so, is the flexibility provided in S. 1961 adequate 
to reflect the role of States on the front-line of environmental management and util- 
ity infrastructure oversight? 

Response. Yes, we believe that Clean Water and Drinking Water SRF program 
managers demonstrate appropriate competency and expertise to fully implement the 
goals of the Clean Water Act and the Safe Drinking Water Act, although some 
States report resource constraints in managing their programs. We believe in pro- 
viding States with flexibility to meet the goals of the Clean Water Act and Safe 
Drinking Water Act. For example, the FY 2003 President’s Budget proposes extend- 
ing through FY 2003 States’ authority to transfer funds between their Clean Water 
and Drinking Water SRFs, which will allow States to address their highest priority 
water infrastructure needs. We appreciate the committee’s recognition of this useful 
authority. 

As was noted in the Deputy Assistant Administrator for Water Ben Grumbles’ tes- 
timony on February 26th, the Administration supports the objectives behind the 
new loan conditions in S. 1961 as according with basic principles that should guide 
our infrastructure revitalization efforts. At the same time, we want to make sure 
that the conditions operate in ways that are workable for loan applicants and States 
alike, and that the SRFs can continue to function to provide the needed kinds of 
assistance. 

Question 4. How do you believe the EPA would administer the demonstration pro- 
gram to promote the goals of the title? 

Response. Although it is difficult to provide much detail at this early stage, we 
would anticipate that the demonstration program would be run through a competi- 
tive process in which potential projects are ranked and selected based on their abil- 
ity to promote technology and management innovations and increased efficiency, 
and S. 1961’s specific criteria. 


Statement of Douglas H. Palmer, Mayor, Trenton, NJ, on Behalf of the U.S. 

Conference of Mayors 

Mr. Chairman and members of the committee. My name is Douglas Palmer. I am 
the Mayor of Trenton, NJ and Chair of the Conference of Mayors’ Urban Water 
Council. 

The Conference of Mayors is a national nonpartisan organization that represents 
more than 1,100 cities across the nation. We represent the largest water and waste- 
water systems in the United States. 

Mr. Chairman, I would like to thank you and the other members of the committee 
for introducing S. 1961, the Water Investment Act of 2002. 

I would also like to thank you for holding these hearings and for inviting me to 
give the Mayoral perspective on water and wastewater investment issues. 

As you know the issue of water and wastewater infrastructure is critical to our 
nation and to our nation’s cities. To maintain healthy and viable communities, we 
must make sure that our water and drinking water supply is clean and safe. 

However, to do that, costs money. The estimate to build, rebuild and maintain our 
water and wastewater infrastructure has been estimated to cost close to $1 trillion. 

As Mayors we have recognized that there is not enough local. State or Federal 
money available to satisfy all the water infrastructure needs in the nation. 

The Urban Water Council was created to focus on these issues. Its purpose is to 
assist local governments in providing high quality water resources in a cost-effective 
manner. 

The Urban Water Council has identified three basic approaches to help cities fi- 
nance the water and wastewater infrastructure development necessary to comply 
with clean and safe drinking water laws. These include: 

• Providing grants to municipalities, either directly or through States, for water 
and wastewater infrastructure where there is an affordability issue or when a com- 
munity faces severe environmental problems; 

• Expanding the 30-year no-interest loan category under the State Revolving 
Fund loan program for water and wastewater infrastructure investment; and 

• Modifying current tax law by removing Private Activity Bonds (PABs) used for 
water and wastewater infrastructure from the State volume cap. 
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In our opinion, these approaches are the best means to meet our water infrastruc- 
ture needs. 


WHAT WE FIND PRODUCTIVE AND POSITIVE ABOUT THE BILL 

The bill you have introduced has many excellent components. 

We agree with the committee that the focus of this bill should be on water infra- 
structure investment instead of a new set of provisions that would require munic- 
ipal water and sewer operators to assume even greater responsibilities when the 
current infrastructure is clearly insufficient to deal with current water quality com- 
pliance criteria. Local elected officials are engaged in trying to achieve water quality 
goals, but we need a chance like this to focus on such achievements, and not be redi- 
rected to new goals. 

The bill authorizes $20 billion between 2003 and 2007 for the SRF categories 
under the Federal Water Pollution Control Act; and $15 billion for the SRF cat- 
egories under the Safe Drinking Water Act. These SRF authorizations are clearly 
not enough to subsidize the funding necessary to “close the needs gap”, but a com- 
bined $35 billion boost over the next 5 years is also clearly much more than pre- 
vious funding levels. For this, we are grateful to the Senate, and we support this 
approach. 

S. 1961 also incorporates some innovative concepts, two of which are deemed cru- 
cial by the Conference of Mayors in creating the right conditions for successful 
achievement of water quality goals. First, the proposed Section 103 provision that 
would require a recipient of SRF funds to consider, among other things, “forming 
public-private partnerships or other cooperative partnerships” is a step in the right 
direction. It has been our experience since the mid-90’s that alternative approaches 
to planning, financing and operating water and wastewater projects can yield great- 
er public benefits for the amount of money invested. While choosing a public-private 
partnership approach should not be prescriptive, it should be made possible for 
those cities that want to take advantage of such an approach. 

The Urban Water Council has prepared two reports, which are available on our 
website at www.usmayors.org, tbat describe over 40 public-private partnership 
projects that have realized savings related to operation and maintenance of water 
and wastewater facilities. Regulations under the Federal tax code were modified in 
1997 to allow long-term (20-year plus) outsourcing of public infrastructure facilities. 
This tax regulation modification, along with Executive Order 12803 which modified 
the construction grant repayment provision, have removed serious Federal impedi- 
ments that cities have faced When Congress and the Administration provide the 
right types of financial incentives, local elected officials can establish public-private 
partnerships that benefit our citizens and the environment. 

The Conference of Mayors adopted policy in 2001 to encourage competition in the 
design-build-operate phases of new water and wastewater infrastructure. This policy 
was adopted once it was determined that competition for both surface and sub-sur- 
face infrastructure projects need not be as costly as the traditional design-build 
methods employed in the past. The Lynn, Massachusetts experience is an example 
of what can be achieved by using competitive approaches to design, build and oper- 
ate water infrastructure that is intended achieve compliance with the zero discharge 
requirements for storm waters. In that example, the city was required to eliminate 
overflows and traditional design-build-operate planning anticipated a $400 million 
(plus) solution. A competitive bid process, however, anticipating a public-private 
partnership approach 3 delded a zero discharge solution that cost less than one-quar- 
ter of the traditional approach. Hence, it is possible through competition to achieve 
compliance with water quality goals at a cheaper price. 

The second innovative approach incorporated in S. 1961 is under Title III, Section 
302 — the demonstration program for water quality enhancement and management. 
One of the most difficult problems we face as cities involves achieving State water 
quality objectives and total maximum daily loads (TMDLs) and the virtually un- 
regulated nonpoint sources that are usually outside our jurisdictions. 

The U.S. Environmental Protection Agency (EPA) has recognized that agricultural 
and livestock land uses contribute a major portion of nonpoint source pollution in 
many areas. Many of our cities are engaged in watershed management efforts to 
deal with nonpoint sources (including urban runoff). Yet there is a critical lack of 
regulatory drivers forcing the agricultural and livestock land users to contribute to 
the solution. In some cases, the timing of pending TMDL requirements will force 
cities to pay for water treatment caused in part by the upstream, non-urban land 
users. 

The Conference of Mayors adopted an action plan for sustainable watershed man- 
agement in 1998. One of the five principles of that plan is to focus on non-urban. 
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nonpoint source water pollution, and pursue public policy that would assign respon- 
sibility to pay for the treatment of polluted water commensurate with the contribu- 
tion of the pollutant loadings. The action plan also clearly calls for allowing the agri- 
cultural and livestock land users to employ best practices and least cost approaches 
that are effective in lieu of stringent and costly regulations. Mayors fully recognize 
that these land users, although they may or may not be part of our cities, are impor- 
tant contributors to our regional economies. While we prefer to use the powers of 
persuasion to convince them to participate in the water pollution solutions, we have 
begun to experience failure in cooperative efforts, and have in some instances re- 
sorted to legal actions. 

The demonstration projects provision of S. 1961 can provide some of the appro- 
priate financial incentives necessary to bring voluntary cooperative efforts to bear 
to solve the water quality designation/TMDL problems that we are facing. The Con- 
ference of Mayors supports this innovative approach. It is our belief that Congress 
can do more to specify in this bill that achieving water quality goals in watersheds 
through the use of SRF financing to install technology that is currently available 
to ameliorate the impact on streams lakes and estuaries from animal feeding oper- 
ations will be more cost effective than requiring downstream cities to pay for the 
upstream pollution. 

We support the proposed requirement for recipients of an SRF loan to develop and 
submit asset management plans that specify how water and wastewater facilities 
will be properly maintained over time. Asset management is critical to the preserva- 
tion of infrastructure. We have a long history of experience with using asset man- 
agement planning; this is not a new or radical concept. We would like to mention 
that formalizing such a requirement as a condition of receiving SRF funding should 
be integrated into the loan program in a cautious way. The focus of our efforts at 
the local government level should remain principally with ensuring the proper treat- 
ment of drinking water and wastewater for public health and local economy reasons. 
The asset management plan is important, but the current proposal on what is ac- 
ceptable is not entirely clear. We would be happy to work with the committee to 
explore what an appropriate scope and details of an asset management plan should 
be. 


WHAT CAN BE IMPROVED IN THE BILL 

The bill specifies that disadvantaged communities can receive SRF loans with a 
30-year repayment term. Perhaps the most significant shortcoming of the S. 1961 
proposal is the lack of a similar 30-year repayment term for other communities. A 
30-year, no-interest loan program administered under the SRF program would pro- 
vide a financial incentive that many local elected officials would welcome. It obvi- 
ously would make new infrastructure investment more affordable than the tradi- 
tional 20-year loan period. It also has the potential to increase aggregate water in- 
frastructure investment because local government now has to make difficult choices 
on where to spend limited financial resources. 

Similarly, the bill does not contain any reference to removing private activity 
bonds used for water and wastewater from the State volume caps. I understand 
fully that changing the tax code is not in the jurisdiction of this particular Senate 
Committee. However, I would like to convey to this committee that one of the most 
fruitful financial incentives the Congress can provide for increasing aggregate water 
infrastructure investment is to make certain that the largely unfunded environ- 
mental mandates and environmental goals they impose on local government should 
not be impeded by a rigid and inflexible teix code. 

If public-private partnership approaches based on competitive pricing in the mar- 
ket place is increased, then more water projects can be completed with a given 
amount of financing than what would occur via traditional financing approaches. If 
this hypothesis is true, then shifting some, but not all, of the water investment fi- 
nancing to private activity bonds should lead to improved water quality in the ag- 
gregate. what we have found to be true in general is that more money spent on 
water treatment results in improved water quality. While there are some exceptions 
to this assumption, the reverse is almost inevitable — “no investment leads to contin- 
ually deteriorating water quality”. 

There is also no mention in S. 1961 of the imminent need for water systems to 
conduct security assessments and retrofit the proper anti-terrorist controls nec- 
essary to ensure the safety of our water supplies, and the physical integrity of our 
water infrastructure. We would be happy to work with the committee to recommend 
a provision to address this problem in S. 1961. 

We also support the committee’s provisions addressing clarification of the State 
intended use and priority projects lists. It is important to the cities we represent 
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to ensure that states fully understand the close relationship between water quality 
and watershed management, and that the SRF program can play a critical role if 
states prioritize solutions that focus on the other, non-urhan land uses in the water- 
shed that contribute to impacts on streams, lakes and estuaries. 

CONCLUSION 

On behalf of the Conference of Mayors and the Urban Water Council I wish to 
thank you again for this opportunity to speak before this committee. We look for- 
ward to working with you as you move forward on this very important piece of legis- 
lation. 


Responses of Mayor Douglas Palmer to Additional Questions from 

Senator Crapo 

Question 1. Recognizing that there are concerns about excessive and uncontrolled 
growth in several areas in the United States, the proposed legislation requires that 
States consider a number of factors to ensure that water projects do not encourage 
sprawl. The legislation seeks that water projects are coordinated with local land use 
plans, regional transportation plans, and State, regional, and municipal watershed 
plans. Do you think that this requirement can be implemented with noticeable re- 
sults? 

Response. It is the Conference of Mayors belief that better comprehensive plan- 
ning is essential to discourage sprawl. Comprehensive planning needs to include 
transportation systems, housing developments, placement of schools, and placement 
of water and sewer lines. Requiring water projects to be coordinated with local land 
use plans will serve as a valuable tool to assist local officials as they attempt to 
implement better regional growth plans. New housing developments are usually de- 
pendent upon water and sewer lines being available. If they are not available, hous- 
ing developments may have to consider areas where the infrastructure is already 
in place. We believe this will significantly encourage development to occur in al- 
ready existing communities. 

Question 2. Some communities are concerned that the community development re- 
quirement to consult and coordinate with other plans may become an unintended 
mandate and discourage projects from participating in SRFs. How do you believe 
communities would respond to this requirement? 

Response. Each community will respond differently to this requirement depending 
upon the way input is currently solicited. As long as there is enough flexibility to 
allow a community to meet these needs in their own fashion, we think it would 
serve as a valuable mechanism for better planning and community development. 

Question 3. Is a call for consideration of consolidation, public-private partnerships, 
and other approaches a positive outcome for communities? 

Response. A call for considering consolidation, public-private partnerships and 
other approaches will be a very positive outcome for many communities. It has been 
our experience that communities who consider public-private partnerships realize 
cost-saving solutions regardless of whether they decide to go with the public-private 
solution due to the increased competitive process. For those communities who have 
done public-private partnerships, we have many examples of cost-savings solutions 
being employed, additional private sector investment and resources being brought 
to bare, and environmental risk-sharing being undertaken from both parties. For 
many communities it has been a very positive solution. 

Question 4. How do you think your communities would participate in the dem- 
onstration program established under the bill? 

Response. There are a number of different ways communities may utilize the dem- 
onstration program outlined in the Senate bill. A problem that many cities are deal- 
ing with involves animal waste and non-point source pollution in watersheds. Tradi- 
tionally, efforts to improve water quality involved the application of treatment tech- 
nology at the POTW. This approach reaches an economy of scale when the POTW 
is designed to handle point source discharges from households, institutions and com- 
mercial establishments. Industrial point sources also must employ pretreatment be- 
fore discharging effluent into the sewer. When the source of the pollution is up- 
stream in the watershed the technology employed at the POTW may not be the 
right technology or sufficient technology. Such situations call for treatment or miti- 
gation measures in the watershed. A new project in Chino, California addresses 
non-point source pollution, water quality and energy generation. An anaerobic ani- 
mal waste digester was built by the Inland Empire Water Authority that is capable 
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of managing the manure from roughly 4,000 head of cattle. The digester generates 
methane gasses in a closed system and converts the gas into 450,000 kilowatts of 
electricity via a gas turbine. The electricity is used to clean and reclaim brackish 
water, and the remaining electricity is sold to the grid. The residual from the di- 
gester still has nutrient value, and is mixed with greenwaste in a composting oper- 
ation. This arrangement provides answers to non-point source water quality prob- 
lems, animal waste management, and energy needs. It is out thought that other 
communities may want to address. This is just one example of a potential dem- 
onstration project that could turn into a best practice that is implemented by other 
communities. Without these demonstration projects, a community may not be able 
to explore innovative, cost-saving solutions to their problem. 

Question 5. S. 1961 calls for a nationwide assessment that identifies areas of the 
United States at risk for water shortage or surplus in the next 50 years. The assess- 
ment, to be conducted by the USGS, would provide a “State of the water resources” 
for the nation, identify Federal research priorities, and share information to States 
and all stakeholders. Do you perceive that such an assessment will be helpful to the 
strategic planning and operation activities to respond to the identified regional 
risks? 

Response. Yes, it would be helpful. At the national. State, and local level, it is 
imperative that we have good, current data that addresses the “State of water re- 
sources” in this country. This is necessary to better understand the situation, to 
frame up the appropriate issues to our constituents, and to make sound decisions 
to deal with the issues in the present and the future. 


Statement of Joseph A. Moore, Alderman, Chair, on Behalf of The National 

League of Cities 

Mr. Chairman, members of the committee: I am Joseph Moore, Alderman from 
the city of Chicago, and chair of the National League of Cities’ Energy, Environment 
and Natural Resources Committee. I am here today to testify on behalf of NLC and 
the 18,000 cities we represent across the United States on S. 1961, the Water In- 
vestment Act of 2002. 

First and foremost, I would like to congratulate the four cosponsors of S. 1961 for 
recognizing the need for a renewed Federal partnership in helping finance the reha- 
bilitation and replacement of the nation’s aging water infrastructure. We deeply ap- 
preciate your willingness to commit $35 billion over the next 5 years to our waste- 
water and drinking water infrastructure needs. The introduction of S. 1961 dem- 
onstrates your understanding that the nation’s cities and towns truly face an uphill 
struggle in assuring the continuation of the environmental progress made in the 
past 30-plus years and need your help in protecting the significant investments we 
bave jointly made. 

Accordingly, while we understand that the current statutes — the Clean Water Act 
and the Safe Drinking Water Act — authorize the expenditure of SRF resources for 
infrastructure rehabilitation and replacement, NLC nevertheless believes water in- 
frastructure should be one of the expressed priority purposes of S. 1961. As the com- 
mittee well knows, infrastructure replacement costs are expected to approach $1 
trillion over the coming two decades and should therefore be highlighted as a prin- 
cipal and primary purpose of this statute. 

NLC also advocates including water security as an appropriate use of these funds. 
Our wastewater and drinking water facilities were constructed with little, if any, 
thought given to? the potential for the unprecedented terrorist activities of the type 
witnessed on September 11th. The security mechanisms built into these systems 
were not designed for anything; of that magnitude. We believe Federal assistance 
to enhance wastewater and drinking; water security needs — especially those involv- 
ing vulnerability assessments and capital investments — is both necessary and a le- 
gitimate use of these funds. 

While NLC applauds the bill’s attempt to provide non-refundable assistance to 
communities that do not meet the definition of a “disadvantaged community” by pro- 
viding subsidies that will benefit the poor populations in those cities, it is unclear 
how this provision would be implemented. The idea is laudable in concept; we are 
uncertain whether it will work in practice. We would like the opportunity to work 
with you on developing this provision so that it is acceptable to you and accom- 
plishes the intended objectives for us. 

Other provisions in S. 1961 affecting funding which NLC supports include: 

• the extension of the transferability provisions allowing the use of a portion of 
the wastewater and/or drinking water funds to be used interchangeably; 
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• revisions to the ;allocation formula in the Clean Water SRF to reflect needs 
more closely; 

• the extended repayment period for loans from the SRFs. We would recommend, 
however, that these provisions be applicable to all loans, not just those for small 
communities; 

• the addition of source water protection as an eligible activity for funding; and, 

• inclusion of demonstration projects to promote innovative technology and new 
approaches to water quality management and supply. For too long, the Federal Gov- 
ernment has been inadequately involved in the development of new and more cost- 
effective ways to come into compliance with the requirements of the Clean Water 
and the Safe Drinking Water Acts. We would strongly urge you add stormwater as 
an appropriate category for demonstration programs as well. Given that most mu- 
nicipalities will begin implementation of the stormwater program next month, and 
given the likely application of TMDLs to stormwater at some point in the future, 
we are sorely in need of information and demonstration programs on how to accom- 
plish such objectives. 


ISSUES OF CONCERN 

In parts, S. 1961 seems rather overly prescriptive. While we understand the legiti- 
mate concerns of the Federal Government in protecting its investments, NLC be- 
lieves that if the proposal imposes too many mandates as a condition for the receipt 
of funds, they may prove to be a disincentive to apply for them — regardless of need. 

Many water systems already have asset management programs in place. Like- 
wise, many utilities have kept their rate structures up-to-date. It is important to 
recognize these achievements in the context of eligibility requirements. While there 
are utilities which have not implemented new management techniques and/or up- 
dated their rates, NLC believes there may be better alternatives to assure proper 
operations and adequate rate structures than new mandates with respect to such 
activities. Furthermore, NLC is concerned that utilities that already have asset 
management programs in place, and have imposed rate increases to maintain and 
operate their systems effectively, not be barred from, or have lesser status in, ac- 
cessing these funds. We would like to work with you to assure that all water sys- 
tems are well managed and that rate structures — to the maximum extent feasible — 
are adequate to meet the short- and long-term needs of local water utilities. 

NLC is also concerned that states may not have adequate capacity, or the exper- 
tise to develop the required strategies. Congress is aware that the states are cur- 
rently struggling with the TMDL program, and are expected to have significant re- 
sources involved in these activities for the foreseeable future. If, because of these 
or other priority responsibilities at the State level, asset management strategies are 
not developed, we also have concerns about the penalty. From the local government 
perspective, reducing Federal assistance to the State by 20 percent penalizes the 
local governments in that state. We are aware that these types of penalties are sup- 
posed to insure that the affected local governments pressure the states to develop 
their strategies. But, such pressures don’t always work — especially when the states 
are overloaded with their own responsibilities — responsibilities that are subject to 
lawsuits if not completed. 

Other criteria of concern to NLC are those with respect to public/private partner- 
ships and consolidation. 

Public ! Private Partnerships . — NLC is newly arrived at discussions about the im- 
pact of international trade agreements on the privatization of local services and the 
relationship of such agreements to the maintenance of local control and autonomy. 
So while having little expertise, NLC considers it important to raise the issue for 
further review by the committee. As the committee undoubtedly knows, the majority 
of the large private water companies operating in the United States are foreign 
owned. At the local level, we have concerns that contracting with these foreign- 
owned companies may — because of the terms and conditions of international agree- 
ments — adversely affect the ability of a local government to make many critical de- 
terminations about the utility once it is under contract with such a private partner. 
We would be happy to provide expert resources and additional information to the 
committee on this issue and ask only that there is a full understanding of the rami- 
fications of public/private partnerships in the water business before requiring or en- 
couraging; such activities in Federal law. 

Consolidation . — The provisions relating to consolidation of systems are also some- 
what perplexing. As we read the proposal, systems are encouraged to consider con- 
solidation to become more effective and efficient. Our first question is whether this 
is a requirement to be eligible for funding. If so, there are some systems that al- 
ready serve millions of customers and further consolidation is neither feasible nor 
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sensible. Our second question is whether the committee is willing to remove Federal 
impediments to consolidation — for example, § 1926(b) of the Agriculture Act of 1961, 
which disallows absorption of any drinking system indebted to the Farmers Home 
Administration. Numerous cities have attempted to expand their service areas to 
unincorporated areas served by this small system, or to areas surrounding the small 
system service area. Federal law precludes their doing so. States that have at- 
tempted to deal with this issue find that even they may not override Federal law. 
Many of these small systems are inefficient and marginally protective of public 
health. State and local efforts at consolidation in such areas have been barred by 
Federal law. 

Mr. Chairman, members of the committee, thank you for the opportunity to testify 
for the National League of Cities and for taking the initiative in developing, pro- 
posing and starting the legislative process on S. 1961, the Water Investment Act of 
2002. NLC looks forward to continuing to work with you on making this one of the 
most important and effective pieces of legislation in the 108th Congress. 


Statement of Nancy Stoner, Director, Clean Water Project, Natural 
Resources Defense 

Good morning, Mr. Chairman, and members of the committee. I am Nancy Stoner, 
Director of the Clean Water Project at the Natural Resources Defense Council 
(NRDC), a national environmental group that has a long history of working to pro- 
tect our nation’s waters through the Clean Water Act. I am also one of the cochairs 
of the Clean Water Network, a coalition of more than 1,000 groups supporting clean 
water from around the country. I present this testimony on behalf of both NRDC 
and the Clean Water Network. My expertise is primarily on clean water, not safe 
drinking water issues, so while I will touch on both, I will focus my remarks on the 
Clean Water State Revolving Fund. 

Thank you for holding this timely hearing today on S. 1961, the Water Investment 
Act of 2002, which would reauthorize the Clean Water Act and Safe Drinking Water 
Act State revolving funds (SRFs). This is a tremendous opportunity for the Congress 
to provide increased funding and essential improvements in these programs. 

restore our water infrastructure investment 

The Federal Government’s investment in wastewater and drinking water treat- 
ment over the last 30 years has brought tremendous progress in cleaning up our 
rivers, lakes, and coastal waters and in ensuring the safety of our drinking water. 
For example, EPA has documented a dramatic decrease in loadings of sewage con- 
taminants into our waterways from the wastewater treatment plants that we built 
through the construction grants and clean water State revolving fund programs. 
Progress in Water Quality: An Evaluation of the National Investment in Municipal 
Wastewater Treatment, U.S. EPA 2-72 (June 2000) 

That progress, however, has been eroded by water pollution resulting from urban 
stormwater, agricultural runoff and of discharges of inadequately treated sewage 
from our deteriorating collection systems and wastewater treatment facilities. In 
fact, the same EPA report that trumpets our tremendous success to date in reducing 
sewage contamination predicts that, if we do not substantially increase investment 
and treatment efficiency, by 2025, we will again have pollutant loadings from do- 
mestic sewage that are as high as they were in 1968 — the highest in our nation’s 
history. 

And untreated sewage is not the only growing water pollution problem. NRDC’s 
annual report on beach pollution shows increasing beach closures and advisories due 
to bacterial contamination of coastal waters for 10 of the 13 years reported. Testing 
the Waters (Eleventh Edition), Natural Resources Defense Council (August 2001). 
The number of closures in 2000 was the highest ever. While some of the increase 
is due to better monitoring and reporting of beach pollution, stormwater pollution 
continues to increase as development replaces soil and vegetation with paved sur- 
faces that collect and convey pollutants directly into our waterways. Stormwater 
Strategies, Natural Resources Defense Council 23-38 (May 1999). We need to step 
up our investment now to keep these sources of pollution from overshadowing our 
previous water quality gains. 

increase funding and spend it on more environmentally beneficial projects 

The environmental community would like to see water infrastructure legislation 
achieve three major goals: 
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1. Substantially increase funding for State clean water and safe drinking water 
projects. 

2. Spend that money on more eost-effective and environmentally beneficial projects. 

3. Improve public participation in the funding process and increase State account- 
ability for the expenditure of Federal funds. 

I will describe each of these issues and our proposals addressing them through 
this legislation in turn, but, as an initial matter, I would also note that we are con- 
cerned that reauthorization of the Clean Water and Safe Drinking Water SRFs not 
be used as a vehicle for rolling back clean water or safe drinking water protections. 
We urge the Congress to stick narrowly to the issue of developing a new paradigm 
for water infrastructure funding that will better meet the needs of our nation and 
will provide greater environmental benefit for each dollar spent. That is a large 
enough task for the moment. 


MIND THE GAP 

As was discussed extensively at the Fisheries, Wildlife & Water Subcommittee’s 
oversight hearing last spring, the funding gap between water infrastructure needs 
and available resources is very large and continues to grow. Yet, the current Clean 
Water and Drinking Water SRFs are grossly insufficient to meet our nation’s water 
quality needs, which include repairing and replacing aging sewer plants and collec- 
tion systems, controlling contaminated stormwater, minimizing polluted runoff, and 
remedying decaying and out-of-date drinking water treatment, protection, and dis- 
tribution systems. We need to authorize substantially more SRF funds to close the 
gap between our water needs and available Federal funding. The U.S. Environ- 
mental Protection Agency and the Water Infrastructure Network estimate that $23 
billion must be invested annually in the next 20 years to replace aging infrastruc- 
ture and to meet the requirements of the Clean Water Act and the Safe Drinking 
Water Act. 

While there are differing estimates of the amount of additional funding needed, 
the need for greater investment in clean water and drinking water infrastructure 
is clear and undisputed. Any reauthorization of the Clean Water and Safe Drinking 
Water SRFs must substantially raise the funding levels for those programs. We 
commend the sponsors of the Water Investment Act of 2002 for supporting substan- 
tially increased funding over the next 5 years, but urge you to look ahead and to 
authorize additional spending for at least the next 10 years. We know now that we 
will continue to need vastly increased water infrastructure financing beyond 2007. 
We should begin to plan now to meet those future needs by authorizing them in 
this legislation. 


FUND THE SMARTEST, MOST BENEFICIAL PROJECTS 

The growing funding gap suggests not just the need for more funding, but also 
the need to begin to spend that funding more wisely to obtain the greatest amount 
of environmental benefit per taxpayer dollar invested in water infrastructure. We 
should not merely rebuild our wastewater systems using the hard infrastructure 
technologies of the past. We must become smarter about stretching our Federal in- 
vestment in water infrastructure by spending more on “green infrastructure” — non- 
point and non-structural solutions that are more efficient and more environmentally 
effective than traditional concrete and pipe solutions. We need to take advantage 
of the innovative approaches that have been developed over the past several decades 
that allow us to use onsite source controls (like rain gardens), stream buffers, con- 
servation practices, and other approaches to prevent pollution. These approaches re- 
duce the amount of water that needs to be conveyed to centralized treatment facili- 
ties, thereby reducing the cost of operating those facilities. 

INCREASE FUNDING TO ADDRESS POLLUTED RUNOFF 

For years we have known that polluted runoff is the most significant source of 
water pollution in the nation for lakes, streams, and coastal waters. Yet, year after 
year, we continue to direct the vast majority of Federal funding to point source dis- 
charges. According to EPA, between 1987 and last summer, only 4 percent went to 
non-point source projects. Four years ago, EPA adopted a goal of increasing the an- 
nual percentage of Clean Water SRF funds loaned for non-point source projects to 
10 percent by 2001. EPA pledged to “work with States and territories to ensure that 
State loan funds are used for the highest priority polluted runoff projects that meet 
the programs’ financial criteria.” Clean Water Action Plan, U.S. EPA 57 (Feb. 1998). 
This goal has not been met. In fact, the percentage of Clean Water SRF funds used 
for non-point sources has not increased in the 4-years since this pledge was made. 
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We need to do more than continue talking if we are going to begin to see the real 
changes in water quality that are the goal of the SRF program. 

PREVENT POLLUTION AND REDUCE COSTS WITH “GREEN INFRASTRUCTURE” APPROACHES 

While States are allowed to fund non-point source projects under the Clean Water 
SRF, many of them continue to fund traditional, centralized wastewater treatment 
approaches even when a non-point or non-structural solution would be less expen- 
sive, more effective, and provide non-water quality benefits. Similarly, while States 
are also authorized to fund non-structural drinking water protection (such as buffer 
zones or easements), many States have failed to use this authority despite the cost- 
effectiveness and environmental benefits of such projects. While hard infrastructure 
projects are an important component of addressing our wastewater needs, we can 
often mitigate these needs and do a better job of cleaning up the water by funding 
a combination of cost-effective, non-structural, preventive projects (green infrastruc- 
ture) and innovative and alternative engineering strategies. Use of distributed, non- 
structural, pollution prevention approaches in addition to modernization of aging, 
decaying treatment plants, collection systems, and distribution systems can forestall 
the need for even more costly approaches and investments in the future. 

Non-structural and non-point approaches can also provide a wider array of bene- 
fits than hard infrastructure, like pipes and wastewater treatment facilities, can. 
Those benefits include improved wildlife habitat, enhanced drinking water supplies, 
energy savings, smog reduction, decreased flooding, and higher property values. 
Stormwater Strategies, NRDC, Chapter 12 (Sept. 2001). These approaches result in 
cleaner bodies of water, a greener environment, and better quality of life. Green in- 
frastructure is already working in a number of communities across the nation, sav- 
ing money and enhancing environmental quality. 

PROVIDE A SPECIFIC FUNDING INCENTIVE FOR NON-STRUCTURAL AND NON-POINT 

SOLUTIONS 

The Water Investment Act of 2002 takes a step in the right direction on this issue 
by clarifying that non-structural and non-traditional approaches to wastewater 
needs are eligible for funding under the Clean Water SRF. However, this clarifica- 
tion alone is not sufficient to overcome the institutional barriers to using SRF funds 
for non-point and non-structural solutions to address wastewater and stormwater 
pollution. Those institutional barriers include the relative ease of making one large 
loan for a major construction project rather than making many small non-point 
source loans, the greater voice of sewer authorities than most potential non-point 
loan recipients in setting priorities at the State and local level, the bias of many 
engineering firms for traditional, hard infrastructure projects, and the greater dif- 
ficulty that many non-point source recipients have in paying back loans since they 
often do not have a guaranteed source of revenue as water and sewer authorities 
do. Some States also have laws or regulations that prevent non-point sources from 
obtaining SRF loans, even when their projects can provide greater environmental 
benefit at lower cost. 

State and local officials repeatedly tell us that these institutional barriers to fund- 
ing non-point and non-structural solutions with Clean Water SRF moneys will be 
overcome only if we provide incentives for their use. That’s why NRDC and the 
Clean Water Network support providing a specific incentive for non-point, non-struc- 
tural approaches for cleaning up our waters. In particular, we support providing an 
incentive of additional funding of up to 10 percent of base funding for any State that 
voluntarily sets up a SRF clean water fund for projects that provide non-structural 
protection to surface waters, including agricultural best management practices that 
benefit impaired watersheds, non-structural stormwater and low-impact develop- 
ment practices, conservation easements, land acquisition for water quality protec- 
tion, stream buffers, wetlands restoration and other non-point source or estuary 
projects. 

This incentive approach relies on lessons learned from the Intermodal Surface 
Transportation Efficiency Act of 1991 and its successor, the Transportation Equity 
Act for the 21st Century, which allocated 10 percent of State surface transportation 
funds for environmental enhancement projects that improve transportation systems 
and the quality of life in our communities. Transportation enhancements preserve 
the human and natural environment, increase the transportation mode choices 
available to citizens, and encourage coordinated State, local, and public involvement 
in transportation decisions. This multi-billion dollar program has received broad 
support from State and local communities by making funding available for non-tra- 
ditional transportation projects, including the restoration of a historic train station 
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in Tampa, Florida, creation of a park in Manchester, Vermont, and the construction 
of a rail-trail in Mineral Wells, Texas. 

The Water Investment Act of 2002 contains funding a demonstration program to 
promote innovations in water supply and treatment technology. While such a pro- 
gram would helpful to spur continued innovation in water and wastewater tech- 
nologies, many green infrastructure approaches have been in use for more than a 
decade. They have been demonstrated to be effective and should be promoted for 
widespread use, not merely piloted, at this point. 

DIRECT FUNDING TO THE GREATEST ENVIRONMENTAL AND FISCAL NEEDS 

In addition to the monetary incentive for non-point and non-structural solutions, 
we support a number of other mechanisms to ensure that taxpayer dollars are spent 
on projects that will address the greatest environmental and fiscal needs. 

FUND ONLY ENVIRONMENTAL PRIORITIES 

First, we need to require that Clean Water SHF funds be spent to address those 
projects identified by the State as its top priorities. The Safe Drinking Water SRF 
already has such a provision. There is no good reason why clean water funds, unlike 
safe drinking water funds, should be squandered on projects that are not identified 
as top priorities. This loophole in the current statute must be closed. 

GIVE PRIORITY TO PROJECTS ADDRESSING SIGNIFICANT PUBLIC HEALTH AND 
ENVIRONMENTAL NEEDS AND NEEDS OF DISADVANTAGED COMMUNITIES 

Second, we need to prioritize projects that meet the most significant public health 
and environmental needs and those that help disadvantaged communities the most. 
We support providing an explicit priority for projects on these bases, as the Safe 
Drinking Water Act already does, and also support principal forgiveness and other 
means to ensure that disadvantaged communities and users receive greater access 
to SRF funds. We also recommend two mechanisms to ensure that this mandate is 
adhered to — improved ERA oversight of State priority lists and intended use plans 
and increasing public participation and involvement in setting priorities and in 
monitoring use of the funds. With little oversight by US ERA and almost no public 
involvement today in the creation of intended use plans and identification of prior- 
ities, there is very little indication of whether Federal dollars are supporting the 
most pressing public health or environmental needs. Meaningful public participation 
in the best way to ensure that environmental and fiscally sound choices are made. 
Ensuring such participation is the best way for Congress to protect and build sup- 
port for its clean, safe water investment. 

END SRF FUNDING FOR SPRAWL DEVELOPMENT 

Third, we need to stop using SRF funds to subsidize new sprawl development. 
Sprawl development makes pollution worse in the long run by bringing more and 
ever-larger parking lots, roadways, and driveways to more and more watersheds. 
The volume of polluted runoff is significant — a 1-acre parking lot produces 16 times 
more runoff than an undeveloped meadow. And the aggregate costs to our environ- 
ment are adding up. Urban runoff causes nearly half of the impairment of estuary 
miles assessed by ERA. Disturbingly, U.S. Department of Agriculture figures show 
that sprawl is accelerating. The 2.1 million acre-a-year development rate in the 
1990’s is 50 percent higher than in the previous decade. The increase in paved sur- 
faces leads directly to increased flooding, stream channel degradation, habitat loss, 
increased water temperature, contamination of water resources, and increased ero- 
sion and sedimentation. By using our scarce taxpayer dollars to fund sprawl, in- 
stead of repair, rehabilitation, and replacement of existing sewer systems, we could 
exacerbate water pollution in the long run. Sprawl will happen, but the Federal 
Government shouldn’t help foot the bill. Congress should make the Safe Drinking 
Water Act requirement that projects in State plans not support future growth a part 
of the Clean Water Act State Revolving Loan Fund as well. 

FUND ONLY LAW-ABIDING ENTITIES 

Fourth, we need to discontinue funding for entities that are in significant non- 
compliance with the Clean Water Act and that have not made a commitment to 
remedy those violations in the future. Funding of significant violators undermines 
efforts of law abiding entities to raise funds for their wastewater needs. We will 
never have enough Federal funding to address all wastewater needs. We need to 
provide incentives for communities to step up to the plate now and raise funds at 
the State and local level as much as possible to address their wastewater and 
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stormwater problems, not to stay in violation and wait until more funding becomes 
available. The Clean Water Act SRF should be available only to entities that have 
committed to comply, not those that have thumbed their noses at the regulatory re- 
quirements. 


INFORM THE PUBLIC ABOUT PUBLICLY FUNDED PROJECTS 

Fifth, we need to improve the publicly available information about the projects 
that tcixpayer dollars are used to fund. Currently required reports on the use of SRF 
funds provide little useful information and are not routinely available to the public. 
The public has a right to know which projects are being funded at taxpayer expense 
and what they are accomplishing. The Water Investment Act of 2002 does little to 
improve State accountability for the use of funds or public availability of such infor- 
mation. 


AMERICANS WANT CLEAN, SAFE WATER 

As poll after poll has shown, Americans want clean, safe water and are willing 
to invest more to get it. We applaud you for moving forward with legislation to ad- 
dress the public’s demand for clean water. We urge you to ensure that the bill you 
pass is the best, most effective one possible to meet that demand. Only if Congress 
substantially increases funding for State clean water and safe drinking water 
projects, spends that money on more cost-effective and environmentally beneficial 
projects, improves public participation in the funding process, and increases State 
accountability can we hope to achieve the clean and safe water Americans want and 
deserve. This year is the 30th Anniversary of the Clean Water Act. Let’s move 
ahead this year with legislation that will ensure clean and safe drinking water for 
years to come. 

Thank you for providing me with the opportunity to testify today. We have draft- 
ed specific language on each of these issues and would like to work with you to ad- 
dress them. I would be happy to answer any questions you may have. 


Responses of Nancy Stoner to Additional Questions from Senator Crapo 

Question 1. The bill specifically encourages development and use of non-structural 
alternatives and low-impact development technologies. These approaches are eligible 
to compete for State Revolving Fund moneys. Additionally, the new demonstration 
program would be authorized at $20 million per year over 5 years to promote inno- 
vations in these technologies and approaches. Do you believe that these incentives 
will increase the implementation of these technologies and approaches? 

Response. Non-structural approaches and low-impact development technologies 
are eligible for funding now under the SRF program. While it is helpful to identify 
these approaches as among those eligible for funding, it is, in our view, insufficient 
to overcome the barriers to their use. The demonstration program is also a step in 
the right direction, but it is not enough to address the problem. First, the dem- 
onstration projects are not limited to non-structural means of protecting surface wa- 
ters. In fact, they are not even limited to projects that provide greater environ- 
mental benefit than existing projects or to projects focused on water quality as op- 
posed to other water issues. The demonstration program is authorized to fund only 
10 projects per year, yet nonstructural methods of protecting surface waters are well 
beyond the pilot project stage. They are well-estahlished and documented means of 
providing multiple environmental benefits, often at lower cost than conventional 
methods, particularly for controlling contaminated stormwater. While we appreciate 
that the intent of this provision is to promote these approaches to those who may 
be unfamiliar with them, we are concerned that setting up only a small pilot pro- 
gram for these types of approaches will wrongly suggest that these approaches are 
experimental and marginal, and will not encourage communities to consider these 
as integral components of any program to effectively control sewage, stormwater, 
and other nonpoint source loadings into impaired waterways. Many communities 
will incorporate these strategies into their resource protection programs if the finan- 
cial and institutional platform is available. 

We urge you to provide direct incentives to applicants through subsidization in- 
centives as well as a set-aside to encourage States to direct more funding for 
nonpoint and nonstructural solutions. We urge that the final Senate bill ensure that 
nonstructural surface water protections receive no less than 10 percent of States’ 
total SRF allocations. We urge you to consider incentives for potential loan recipi- 
ents as well, including additional subsidization for these types of projects in the 
form of principal forgiveness or negative interest loans. Due to the multiple barriers 
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to efficient use of non-structural projects (as discussed more fully below), incentives 
at every level of the funding process would be helpful to begin spending our limited 
Federal resources more wisely on the most environmentally beneficial projects. 

Question 2. In your testimony, you mentioned that many “green” infrastructure 
approaches have been in use for some time throughout the country. Could you elabo- 
rate on why some communities are resistant to more widely adopting them? 

Response. Incentives are needed to overcome significant institutional barriers at 
the State level to using SRF funds for non-point and non-structural solutions to ad- 
dress wastewater and stormwater pollution. State and local officials repeatedly tell 
us that these institutional barriers to funding non-point and non-structural solu- 
tions with Clean Water SRF moneys will be overcome only if we provide significant 
incentives for their use. Those barriers include the relative ease of making one large 
loan for a major construction project rather than making many small non-point 
source loans, the greater voice of sewer authorities than most potential non-point 
loan recipients in setting priorities at the State and local level, and the biases of 
many engineering firms for traditional, hard infrastructure projects. Some States 
also have laws or regulations that prevent non-point sources from obtaining SRF 
loans, even when their projects can provide greater environmental benefit at lower 
cost. 

There was a lot of discussion of barriers to the use of non-point and non-structural 
approaches to water protection at the ERA conference on “Paying for Water Quality: 
Managing Funding Programs to Achieve the Greatest Environmental Benefit” that 
concluded on March 15, 2002. Federal, State, and local SRF experts from the across 
the country attending the conference expressed their support for mechanisms to in- 
crease Federal funding for non-point, non-structural, and watershed approaches. 
Several participants described our current allocation of SRF resources as “grossly 
inefficient.” Participants identified a number of barriers to effective use of this 
money now. Among the barriers discussed at the conference were limitations on eli- 
gibility (including operations and maintenance funding for decentralized systems 
and funding for stormwater controls on private lands within NPDES permitted mu- 
nicipalities), State prohibitions on using SRF funds for non-point source activities. 
State prohibitions on funding private entities, insufficient resources at the State 
level to fund staff to do many small loans for non-point projects (as opposed to one 
large loan for a treatment works), a “stovepipe mentality” among SRF administra- 
tors, traditional funding priority for large communities, and the lack of knowledge 
of many smaller communities about funding options. 

Question 3. Since there is an inherent risk in tr3dng new approaches, should com- 
munities that undertake innovative, but untested approaches be compensated if the 
proposal fails to serve its intended purpose or inadvertently contributes to increased 
water pollution? 

Response. Non-structural and non-point approaches are not inherently more risky 
than traditional approaches for protecting surface waters. Traditional approaches 
also fail, at least occasionally, and when they do fail, they are likely to have more 
catastrophic effects than an approach that relies on multiple barriers to protect the 
water (such as distributed stormwater storage and filtering throughout a watershed) 
rather than a centralized solution. One example of the type of problems that tradi- 
tional approaches can have is found in Milwaukee, WI, which spent $2.8 billion on 
deep tunnels to store combined sewage during rain events, but which underesti- 
mated the amount of storage needed and the amount of seepage into the tunnels, 
and has consequently had to divert more than 13 billion gallons of untreated sewage 
into Lake Michigan since 1994, despite that investment. In addition to raw sewage 
discharges into Lake Michigan, which is Milwaukee’s primary source of drinking 
water, Milwaukee’s groundwater contamination is also reported to have resulted 
from sewage exfiltration from Milwaukee’s deep tunnels. The long-term experience 
with conventional approaches is that over time they begin to deteriorate and not op- 
erate in accordance with the design efficiency. Large-scale maintenance require- 
ments are often ignored or postponed, particularly in times of reduced municipal 
funding. Many end-of-pipe approaches require sophisticated operations and mainte- 
nance, which, if not consistently performed, may cause significant pollutant loadings 
to receiving waters. 

While it is certainly true that technologies for restoring wetlands, installing 
stream buffers, and implementing distributed stormwater controls continue to 
evolve and improve over time, they are, we believe, inherently less risky than cen- 
tralized controls because they incorporate a treatment train approach that offers re- 
dundant and multiple opportunities to treat pollutants. While one rain garden or 
eco-roof that is improperly designed or maintained may fail, it is very unlikely that 
100 or 1000 such micro-scale facilities in a community would all fail. Furthermore, 
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a component in the design of distributed stormwater approaches rel 3 dng on soil and 
vegetation is to have a backup system (often underdrains) that capture overflow 
runoff in the event of a very large rain event. See, e.g., Start at the Source (Bay 
Area Stormwater Management Agencies Association, 1999) 


Responses of Nancy Stoner to Additional Questions from Senator Smith 

Question 1. In your testimony, you say low impact development technologies and 
innovative approaches have been used with great success across the country, and 
yet, cities may still be reluctant to use them. Unless we address some of the reasons 
why States and municipalities are not using these technologies, the 10 percent 
bonus you suggest in your testimony will go unused. 

I cannot support a mandate on States that would eliminate their flexibility. Short 
of doing that, what would you recommend we do at the Federal level to increase 
the comfort level with these technologies? 

Response. We believe that providing one or more monetary incentives for the use 
of non-structural means of protecting surface waters will encourage States and mu- 
nicipalities to remove a number of barriers to the use of these cost-effective ap- 
proaches. We agree with you that we need to structure the funding for these initia- 
tives so that there is not unspent money. We can do that by allowing ERA to hold 
the new money set aside in reserve for States that spend at least 10 percent of their 
funding on eligible projects. That money could be distributed to other States for 
such projects in subsequent years in the event that any money was left in the fund 
at year’s end. 

We appreciate your inquiry concerning other options for increasing SRF funding 
for nonstructural and non-point projects as well. Although there are several im- 
provements that we would suggest to the language, the provision in the companion 
House bill (H.R. 3930) that would allow States to provide additional subsidization, 
including forgiveness of principal and negative interest loans for innovative and al- 
ternative processes, materials, and techniques is worthy of your consideration. We 
believe that the incentives provided should be focused on the most environmentally 
beneficial of these approaches including, agricultural best management practices 
that benefit impaired watersheds, non-structural stormwater and low-impact devel- 
opment practices, conservation easements, land acquisition for water quality protec- 
tion, stream buffers, and wetlands restoration. Non-municipal non-point and non- 
structural recipients often have greater difficulty in paying back loans since they 
often do not have a guaranteed source of revenue for repayment. We urge that the 
final bill ensure that nonstructural surface water protections receive no less than 
10 percent of States’ total SRF allocations and that incentives be provided to States 
and potential loan recipients, including non-municipal entities, to use green infra- 
structure approaches. 

Question 2. There is one community in New Hampshire who is considering a few 
of these low impact development technologies. They are currently awaiting an engi- 
neers report on what different approaches there are to addressing CSOs. Rain gar- 
dens and constructive wetlands would reduce the amount of storm water over- 
flowing into the local waterbody. 

However, will they take away enough water to significantly reduce the amount 
of pipe separation or the size of the holding reservoir to actually reduce a commu- 
nities costs? Can you quantify this? 

Response. There are several communities within the United States and inter- 
nationally that are using nonstructural and non-point measures to reduce combined 
sewer overflow volumes. We commend New Hampshire communities for evaluating 
what such approaches can do to improve water quality, save money, and provide 
non-water quality environmental benefits for its citizens. Portland, Oregon’s Clean 
River Plan addresses the very questions that you pose. Portland Clean River Plan 
relies upon streambank restoration, downspout disconnection, eco-roof installations, 
tree plantings, naturescaping, wetlands restoration and enhancement, and distrib- 
uted stormwater controls as well as more traditional sewer separation and pumping 
techniques to reduce overflows. Portland estimates that its Clean River Plan will 
reduce CSO volume by 94 percent, reduce stormwater runoff by almost 1 billion gal- 
lons each year (495 million gallons from additions of trees and vegetation and 500 
million gallons from inflow projects), relieve basement flooding for 8,000 properties 
currently at risk, and prevent 100,000 cubic yards of sediment from entering water- 
ways each year. Portland’s Clean River Plan; Frequently Asked Questions, Portland 
Department of Environmental Services (Feb. 2000). 

Portland has also demonstrated on a lot-level basis that non-structural ap- 
proaches save money. For example, Portland, Oregon’s Museum of Science and In- 
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dustry (OMSI) used green infrastructure stormwater management techniques in its 
20-acre site, including grass swales and “mini-wetlands,” that store and filter nearly 
70 percent of the runoff from a 6-acre parking lot. These techniques have been docu- 
mented to remove 50 percent of sediment and other contaminants that would other- 
wise have poured into the city’s stormwater system, and have saved the museum 
$78,000 in hard infrastructure costs (e.g., manholes, pipes, trenching, catch basins). 
A Cost Comparison of Conventional and Water-Quality-Based Stormwater Designs, 
Portland Department of Environmental Services, pp 1-3, (1996). 

There are also monitored data to answer your question as well from Tokyo, Japan, 
where infiltration has been used to mitigate CSO volume, reduce urban runoff, and 
recharge groundwater since 1983. Within a 5.6 square mile area, Tokyo installed 
33,300 infiltration pits, 122 acres of permeable pavement, and over 175 miles of in- 
filtration trenches. The cost of this approach was determined to be about 33 percent 
less than conventional open pond detention systems and only 10 percent of the cost 
of storage vaults. Tokyo found that this approach reduced CSO volume by 81 per- 
cent and storm drain flows by up to 50 percent. It also reduced suspended solids 
loads by 91 percent and biochemical oxygen demand (a measure of the amount of 
oxygen-depleting pollutants) by 95 percent (Fujita and Koyama). 

Question 3. You have also raised the issue of funding in priority order. My State 
has a well run program that is small enough to allow them to fund projects as those 
projects are ready to go. In other words, funding can continue to flow if the No. 2 
project on the list has its local bond denied. 

Or take for example a very small community a long a small waterway in a State 
that also has a major estuary, like Chesapeake Bay or Long Island Sound which 
are likely to consume most of a State’s priority list. A State may want the flexibility 
to give that small community money as it becomes available but isn’t a position to 
make it one of the top priorities in the State because it impacts so few people. 

Why is this flexibility a problem? 

Response. We support allowing the State to move forward with the next priority 
project if one project is not ready to proceed. We also support allowing the State 
to have a priority system that allows funding for both large and small projects, but 
would suggest that the system be transparent and that the public have a meaning- 
ful opportunity to comment upon those funding priorities. In other words, the 
State’s approach to funding should not solely be based on only the applicant and 
the State’s view of funding priorities, but should take into account the perspectives 
of members of the public who have a different view than State officials and staff. 


Responses of Nancy Stoner to Additional Questions from Senator Wyden 

Question 1. Ms. Stoner, in your written testimony you stated: We should not 
merely rebuild our wastewater systems using the hard infrastructure technologies 
of the past. We must become smarter about stretching our Federal investment in 
water infrastructure by spending more on “green infrastructure” — nonpoint and 
non-structural solutions. 

As an incentive to promote this strategy you recommend providing additional 
funding of up to 10 percent of the base for any State that voluntarily sets up a clean 
water State revolving fund for projects, that would include: Best management prac- 
tices that benefit impaired watersheds, nonstructural stormwater and low-impact 
development practices, conservation easements, stream buffers, and other non-point 
source or estuary projects. 

Could you provide examples to illustrate these “non-structural” wastewater strate- 
gies are in fact “smarter” and that they will help stretch Federal investments to im- 
prove water quality? 

Response. While hard infrastructure projects are an important component of ad- 
dressing our wastewater needs, we can often mitigate these needs and do a better 
job of cleaning up the water by funding a combination of cost-effective, non-struc- 
tural, preventive projects (green infrastructure) and innovative and alternative engi- 
neering strategies. Use of distributed, nonstructural, pollution prevention ap- 
proaches in addition to modernization of aging, decaying treatment plants, collection 
systems, and distribution systems can forestall the need for even more costly ap- 
proaches and investments in the future. They should represent a significant compo- 
nent of every State’s Clean Water State revolving fund. 

Once again, some of the best information comes from Portland, Oregon, which 
identifies the following among the benefits of its Clean River Plan: 

• Greatly improved water quality 

• Reduced stormwater volume and pollutant loadings 
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• Better habitat for fish and other wildlife due to lower pollution levels, 
streambank restorations, and in-stream habitat restoration 

• More green space for people to enjoy 

• Less frequent flooding 

• Improved fish recovery efforts 

• Thermal pollution reduction 

• Improved air quality 

• Greater community involvement and stewardship 

Portland’s Clean River Plan: At a Glance, Portland Department of Environmental 
Services (Feb. 2000). 

Case studies on a variety of non-structural means of protecting surface waters 
from contaminated stormwater runoff are included in NRDC’s 1999 report. 
Stormwater Strategies: Community Responses to Runoff Pollution, which is available 
in full on NRDC’s website, www.nrdc.org. Those case studies include the following: 

• Staten Island Bluebelt (NY) — New York City estimates that its use of natural 
systems (open space, streambeds, and wetlands) will save it $50 million as com- 
pared to the cost of additional subsurface storm sewer lines 

• Charles River Valley (MA) — Preserving wetlands to store flood waters cost $10 
million or one tenth the cost of constructing a dam to prevent flooding of $100 mil- 
lion and provides aesthetic and ecological benefits as well 

• Hillsborough County (FL) — Residential development that preserves vegetation 
and open space cost lowers maintenance costs and increases property value for resi- 
dents as well as providing secondary environmental benefits for the neighborhood. 

• Fort Bragg (NO — Environmental design for new vehicle maintenance facility 
saved $1.6 million out of an $8 million site design budget while serving both envi- 
ronmental and non-environmental goals. 

• Village Homes (CA) — Stormwater-sensitive site design for residential commu- 
nity in Davis saved $800 per lot in construction costs, provide higher resale values 
than adjoining traditional neighborhoods, and yields excellent floodwater protection 
and water filtration as well as aesthetic and recreational benefits for residents. 

• Prairie Crossing (IL) — Conservation design that includes restored prairies, wet- 
lands, and swales reduces pollution, provides valued homeowner amenities, and pro- 
vided cost savings for developer of between $1.6 and $2.7 million. 

Information about the economic and environmental benefits of one type of non- 
structural approach to controlling stormwater, i.e., “low impact development,” is dis- 
cussed in depth in the update to Stormwater Strategies: Community Responses to 
Runoff Pollution, which NRDC released in CD-ROM format in September of 2001. 
That chapter is attached in full for your reference. 

Question 2. Would you describe how a 10 percent incentive to States for funding 
nonstructural wastewater approaches might work, and given the States interest in 
retaining as much flexibility as possible, why you believe we should set aside funds 
exclusively to promote these types of investments? 

Response. The incentive funds would be reserved by EPA to provide to States that 
had enough qualifying projects to use 10 percent of their allotted funds. If one or 
more States did not reach that goal and there was, therefore, unused money, it 
would be provided the following year for the use of any State on qualifying projects. 
This structure would accomplish several things: 

• it would ensure that at least 10 percent of SRF funds nationally were spent on 
the more environmentally beneficial projects 

• it would encourage every State to spend at least 10 percent of these projects, 
but would not mandate that they do so 

• it would provide additional incentives to States to fund even more of these 
projects if there were some States that chose not to do so; and 

• it would not allow any SRF funds to go unspent. 

We support directing funds to projects involving non-structural protections for 
surface waters to try to redirect some of the resources that are not now being spent 
on the most environmentally beneficial approaches to pollution control. We recog- 
nize, however, that there are very worthy traditional sewer and stormwater projects 
and support continuing to provide substantial funding to those projects as well, par- 
ticularly to address economically stranded treatment works and collection systems 
in our urban centers. We do not believe it necessary to direct SRF funds to those 
projects because they already receive a large share of the funding, but we do sup- 
port prohibiting SRF funds to be used for new collection systems in previously unde- 
veloped areas or to fund anticipated future growth. Such a provision will not only 
prevent our SRF dollars from subsidizing sprawl, but will also ensure that existing 
systems receive adequate funding. 
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The Low Impact Development Approach 

(excerpted from Stormwater Strategies, NRDC) 


Introduction 

Low Impact Development (LID) has emerged as a highly effective and attractive 
approach to controlling stormwater pollution and protecting developing watersheds and 
already urbanized communities throughout the country.'^ ' Several LID practices and 
principles, particularly the source control approach and the use of micro-scale integrated 
management practices have the potential to work effectively as stormwater quality 
retrofits in existing ultra urban areas as well.'^^ Developments in and application of LID 
techniques that have occurred since the original publication of Stormwater Strategies 
motivated this new section, which is an addendum to the discussion of strategies for 
addressing stormwater in new development and redevelopment covered in Chapters 
5 through 1 1 . 

LID stands apart from other approaches through its emphasis on cost-effective, lot-level 
strategies that replicate predevelopment hydrology and reduce the impacts of 
development. By addressing runoff close to the source, LID can enhance the local 
environment and protect public health while saving developers and local governments 
money. 



Low Impact Development Center 
LID uses lot-level strategies like this rain garden 
to replicate predevelopment hydrology and to 
reduce the environmental impacts of development 

Below is a discussion of LID, its principles, practices, and benefits followed by 13 new 
case studies. The case studies provide examples of several LID practices and describe 
how they are being applied throughout the country. These practices are the building 
blocks of LID design and, when integrated in a systematic way, provide substantial 
benefits to the developer and community. 
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What Is Low Impact Development? 

LID is simple and effective. Instead of large investments in complex and costly 
engineering strategies for stormwater management, LID strategies integrate green space, 
native landscaping, natural hydrologic fimctions, and various other techniques to generate 
less runoff from developed land. LID is different from conventional engineering. While 
most engineering plans pipes water to low spots as quickly as possible, LID uses micro- 
scale techniques to manage precipitation as close to where it hits the ground as possible. 
This involves strategic placement of linked lot-level controls that are "customized" to 
address specific pollutant load and stormwater timing, flow rate, and volume issues. One 
of the primary goals of LID design is to reduce runoff volume by infiltrating rainfall 
water to groundwater, evaporating rain water back to the atmosphere after a storm, and 
finding beneficial uses for water rather than exporting it as a waste product down storm 
sewers. The result is a landscape functionally equivalent to predevelopment hydrologic 
conditions, which means less surface runoff and less pollution damage to lakes, streams, 
and coastal waters. 



Low Impact Development Center 


Traditional development pattern versus LID. 

LID is economical. It costs less than conventional stormwater management systems to 
install and maintain, in part, because of fewer pipe and below-ground infrastructure 
requirements. But the benefits do not stop here. The associated vegetation also offers 
human "quality of life" opportunities by greening the neighborhood, and thus 
contributing to livability, value, sense of place, and aesthetics. This myriad of benefits 
include enhanced property values and re-development potential, greater marketability, 
improved wildlife habitat, thermal pollution reduction, energy savings, smog reduction, 
enhanced wetlands protection, and decreased flooding. ^ LID is not one-dimensional; it 
is a simple approach with multifunctional benefits. 

LID is flexible. It offers a wide variety of structural and nonstructural techniques to 
reduce runoff speed and volume and improve runoff quality. LID works in constrained or 
freely open lands, in urban infill or retrofit projects, and in new developments. In a 
combined sewer system, LID can reduce both the number and the volume of sewer 
overflows. Opportunities to apply LID principles and practices are infinite - almost 
any feature of the landscape can be modified to control runoff (e.g., buildings, roads, 
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walkways, yards, open space). When integrated and distributed throughout a 
development, watershed, or urban drainage area, these practices substantially reduce the 
impacts of development. 



Seattle Public Utilities 

Projects tike “SEA Streets" in Seattle, fPA demonstrates 
the benefits of using a series of integrated strategies that 
mimic and rely on natural processes. 

As urbanization continues to degrade our lakes, rivers, and coastal waters LID is 
increasingly being used to reverse this trend, resulting in cleaner bodies of water, greener 
urban neighborhoods, and better quality of life. LID offers a strong alternative to the use 
of centralized stormwater treatment. It aims to work within the developed and developing 
environment to find opportunities to reduce runoff and prevent pollution. LID controls 
stormwater runoff at the lot level, using a series of integrated strategies that mimic and 
rely on natural processes.'^ ’ By working to keep rainwater on site, slowly releasing it, 
and allowing for natural physical, chemical, and biological process to do their job, LID 
avoids environmental impacts and expensive treatment systems. 


LID Runoff Control Objectives 

• minimize disturbance 

• preserve and recreate natural landscape features 

• reduce effective impervious cover 

• increase hydrologic disconnects 

• increase drainage flow paths 

• enhance off-line storage 

• facilitate detention and infiltration opportunities 
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Low Impact Development Principles and Practices 



This landscaped courtyard at a Portland, OR apartment 
complex captures runoff from the roof allowing it to soak 
into the ground. 


LID is grounded in a core set of principles based on the paradigm that stormwater 
management should not be seen as stormwater disposal and that numerous opportunities 
exist within the developed landscape to control stormwater runoff close to the source.’^ ’ 
Underlying these principles is an understanding of natural systems and a commitment to 
work within their limits whenever possible. Doing so creates an opportunity for 
development to occur with low environmental impact. The principles are;'^ * 


• integrate stormwater management early in site planning activities 

• use natural hydrologic functions as the integrating framework 

• focus on prevention rather than mitigation 

• emphasize simple, nonstructural, low-tech, and low cost methods /LI> 

• manage as close to the source as possible 

• distribute small-scale practices throughout the landscape 

• rely on natural features and processes 

• create a multifunctional landscape 
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Charlie Miller 

Roof gardens, like this one in Philadelphia, effectively and 
economically control rooftop runoff, a major source of urban stormwater. 


LID uses a systems approach that emulates natural landscape functions. A near limitless 
universe of runoff control strategies, combined with common sense and good 
housekeeping practices, are the essence of a LID strategy. 



Cisterns are a simple way to prevent runoff close to the source; 
they also conserve water for future use. 

These basic strategies, also known as integrated management practices, rely on the earth's 
natural cycles, predominantly the water cycle, to reduce land development impacts on 
hydrology, water quality, and ecology. Integrated management practices combine a 
variety of physical, chemical, and biological processes to capture runoff and remove 
pollutants at the lot level). 
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Ten Common LID Practices 

1 . Rain Gardens and Bioretention 

2. Rooftop Gardens 

3. Sidewalk Storage 

4. Vegetated Swales, Buffers, and Strips; Tree Preservation 

5 . Roof Leader Disconnection 

6. Rain Barrels and Cisterns 

7. Permeable Pavers 

8. Soil Amendments 

9. Impervious Surface Reduction and Disconnection 

10. Pollution Prevention and Good Housekeeping 


LID Practices Use Natural Functions to Trap and Treat Runoff. * 

• Physical; increases interception, infiltration, and 
evapotranspiration; facilitates sediment removal, filtration, and 
volatilization; stabilizes soils to reduce 

• sedimentation and erosion. 

• Chemical: facilitates adsorption, chleation, ion exchange, and 
organic complexing. 

• Biological: increases transpiration, nutrient cycling, direct 
uptake, and microbal decomposition. 


Several strategies focus on disconnecting roofs and paved areas from traditional drainage 
infrastructure and conveying runoff instead to bioretention areas, swales, and vegetated 
open spaces. LID also strives to prevent the generation of runoff by reducing the 
impervious foot print of a site, thereby reducing the amount of water that needs treatment. 
The end hydrological results are a reduction in runoff volume, an increased time of 
concentration, reduced peak flow and duration, and improved water quality. 

Developers apply most LID strategies on the micro-scale, distributed throughout the site 
near the source of runoff. They customize strategies according to site conditions in order 
to reduce specific pollutants and to control runoff, a technique known as site foot- 
printing. LID is particularly effective when practices are integrated into a series of linked, 
strategically placed and designed elements that each contribute to the management of 
stormwater. 
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Portland Bureau of Environmental Services 
Disconnecting roof leaders from traditional 
drainage infrastructure and instead directing 
it to vegetated areas prevents stormwater pollution. 

Bioretention, a core LID practice, provides a good example of how LID management 
practices work. What looks like a nicely landscaped area is in fact an engineered system 
that facilitates depression storage, infiltration, and biological removal of pollutants. 
Developers usually place bioretention areas in parking lot islands, at the edge of paved 
areas, at the base of buildings, or in open space areas. Runoff is directed to these low-tech 
treatment systems instead of conventional stormwater inlfastructure. Bioretention areas 
use plants and soil to trap and treat petroleum products, metals, nutrients, and sediments. 
Bioretention areas, also know as "rain gardens," are relatively inexpensive to build, easy 
to maintain, and can add aesthetic value to a site, without consuming large amounts of 
valuable land area.'^ '® 



Low Impact Development Center 
Bioretention is a core LID technique that uses 
physical, chemical, and biological processes 
to control runoff and reduce pollution. 

LID includes integrating land and infrastructure management. Activities such as street 
sweeping, toxic-free and low-impact landscaping, frequent cleaning of catch basins, 
sediment control, and downspout disconnection all reduce runoff contamination. LID 
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works equally well in new development and redevelopment projects and is easily 
customized to complement local growth management, community revitalization, and 
watershed protection goals. 

LID is much more than the management of stormwater; it is rethinking the way we plan, 
design, implement, and maintain projects. Comprehensive programs usually complement 
LID practices with broader issues such as: considering where growth disturbance should 
occur; increasing awareness of the cumulative impacts of development; involving the 
community and raising watershed awareness; developing direct social marketing of LID 
retrofit actions to households, institutions and commercial establishments; creating a 
rational institutional framework for implementing stormwater management, and 
establishing an authority to guide and administer stormwater management activities. 


LID and Retrofitting the Ultra Urban Environment 

The fundamental approach of using micro-scale management practices and source control 
has great potential to generate substantial benefits in existing urbanized watersheds.'^ 

LID principles and practices are particularly well-suited to ultra urban areas because most 
LID techniques, like rain gardens and tree planter boxes, use only a small amount of land 
on any given site.'^ Many LID practices, including bioretention, are good for urban 
retrofit projects since they are easily integrated into existing infrastructure, like roads, 
parking areas, buildings, and open space. 



Numerous opportunities exist throughout the urban 
landscape to incorporate LID practices. 

LID practices can be applied to all elements of the urban environment. For example, 
bioretention technology can effectively turn parking lot islands, street medians, tree 
planter boxes, and landscaped areas near buildings into specialized stormwater treatment 
systems.^ Developers can redesign parking lots to reduce impervious cover and 
increase stormwater infiltration while optimizing parking needs and opportunities. 
Innovative designs for urban areas may also include roof gardens, methods for capturing 
and using rainwater, and use of permeable pavement in low traffic areas, parking areas, 
and walking paths.'^ Furthermore, LID strategies can help beautify the urban 
environment and create desirable public open space. 
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Tree-box Jitters and other LID practices are particularly 
well suited to ultra urban areas because they use only a 
small amount of space 



Low Impact Development Ccnier 


Developers can build or retrofit parking lots using LID 
strategies and optimize parking needs. 


Seven Benefits Of Low Impact Development 

• Effective 

• Economical 

• Flexible 

• Adds value to the landscape 

• Achieves multiple objectives 

• Follows as systems approach 

• Makes sense 
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• Effective . 

Research has demonstrated LID to be a simple, practical, and universally applicable 
approach for treating urban runoff.*^ *’ By reproducing predevelopment hydrology, LID 
effectively reduces runoff and pollutant loads. Researchers have shown the practices to 
be successful at removing common urban pollutants including nutrients, metals, and 
sediment. Furthermore, since many LID practices infiltrate runoff into groundwater, they 
help to maintain lower surface water temperatures. LID improves environmental quality, 
protects public health, and provides a multitude of benefits to the community. 

• Economical . 

Because of its emphasis on natural processes and micro-scale management practices, LID 
is often less costly than conventional stormwater controls. LID practices can be cheaper 
to construct and maintain and have a longer life cycle cost than centralized stormwater 
strategies.'^ The need to build and maintain stormwater ponds and other conventional 
treatment practices will be reduced and in some cases eliminated. Developers benefit by 
spending less on pavement, curbs, gutters, piping, and inlet structures.'^ LID creates a 
desirable product that often sells faster and at a higher price than equivalent conventional 
developments. 

• Flexible. 

Working at a small scale allows volume and water quality control to be tailored to 
specific site characteristics. Since pollutants vary across land uses and fi’om site to site, 
the ability to customize stormwater management techniques and degree of treatment is a 
significant advantage over conventional management methods. Almost every site and 
every building can apply some level of LID and integrated management practices that 
contribute to the improvement of urban and suburban water quality. 

• Adds value to the landscape . 

It makes efficient use of land for stormwater management and therefore interferes less 
than conventional techniques with other uses of the site. It promotes less disturbance of 
the landscape and conservation of natural features, thereby enhancing the aesthetic value 
of a property and thus its desirability to home buyers, property users, and commercial 
customers. Developers may even realize greater lot yields when applying LID 
techniques.'^'^' Other benefits include habitat enhancement, flood control, improved 
recreational opportunities, drought impact prevention, and urban heat island effect 
reduction. 

• Achieves multiple objectives . 

Practitioners can integrate LID into other urban infrastructure components and save 
money. For example, there is a direct overlap between stormwater management and 
Combined Sewer Overflow (CSO) control such that municipalities can use LID to help 
remedy both problems.’^ Lot level LID applications and integrated stormwater 
management practices combine to provide substantial reductions in peak flows and 
improvements in water quality for both combined and separated systems. 
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• Follows a systems approach . 

LID integrates numerous strategies, each performing different stormwater management 
functions, to maximize effectiveness and save money. By emulating natural systems and 
functions, LID offers a simple and effective approach to watershed sensitive 
development. 

• Makes sense . 

New environmental regulations geared toward protecting water quality and stabilizing 
our now degraded streams, rivers, lakes, and estuaries are encouraging a broader thinking 
than centralized stormwater management. Developers and local governments continue to 
find that LID saves them money, contributes to public relations and marketing benefits, 
and improves regulatory expediencies. LID coimects people, ecological systems, and 
economic interests in a desirable way. 



TrecPeople cl 998 

Children at The Broadus Elementary School remove 
asphalt to replace with trees and grass. 


Low Impact Development Strategies 

Case; Vegetated Roof Helps Green City, Philadelphia, PA 
Case: Low Impact Development Subdivision, Frederick Co., MD 
Case: LID at Naval District Washington, DC 

Case: Urban Stormwater Control Project at the Environmental Center of the Rockies, 
Boulder, CO 

Case; T.R.E.E.S. Reduces Runoff, Los Angeles, CA 
Case: SEA Streets Leaves Legacy, Seattle, WA 

Case: City Partners with Property Owners to Promote LIDs, Portland, OR 
Case: Stormwater Treatment System is a Work of Art, St. Paul, MN 

Additional Examples 

Case: Jordan Cove Urban Watershed Study, Waterford, CT 

Case: Florida Aquarium Stormwater Research/Demonstration Project, Tampa, FL 
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Case: Gap Creek Subdivision, Sherwood, AR 

Case: LID for Optimum Water Quality Protection of Water Supply Reservoir, 
Highpoint, NC 

Case; Zero Impact Development Ordinance to Protect Streams, Lacey, WA 

Vegetated Roof Helps Green City 

Philadelphia, PA‘^“ 

Population: 1,585,577 
Area: 135 square miles 

Highlight: Green roof uses Low Impact Development principles to capture and treat 
runoff at the source. 



Charlie Miller 

Fencing Academy roof before green roof retrofit 



Charlie Miller 


Fencing Academy after green roof retrofit 
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Roofs cover a significant portion of the urban landscape and generate large volumes of 
stormwater runoff. By the same token, they provide an excellent opportunity to control 
runoff if they are covered with plants. Europeans have been using vegetative roof covers 
for more than 25 years to control runoff, improve air quality, and save energy. Extensive 
roof gardens or "green roofs," as they are o^n called, are beginning to appearing on 
commercial, industrial, institutional, and residential buildings in the U.S., opening new 
territory for stormwater management. 

Green roofs offer an exciting chance to apply low impact development (LID) principles. 
They are typically composed of growth media and vegetation on a high-quality 
waterproof membrane. This veneer of living vegetation is highly effective at capturing, 
retaining, and filtering runoff The waterproof membrane prevents leaking. By 
controlling runoff at the source and absorbing pollutants, green roofs prevent stormwater 
pollution. 

The benefits, however, extend beyond water quality. Green roofs conserve energy by 
keeping roofs cool in the summer and insulated in the winter. They save money by 
reducing land area needed for stormwater management practices, which is especially 
important in densely populated areas with high real estate values, and by extending the 
life of a roof Vegetated cover reduces ware and tear caused by temperature related 
expansion and contraction and protects the roof from ultraviolet (UV) radiation and cold 
winds that break down traditional roofing materials.'^ Roof gardens typically have a 
50-year life expectancy. Extensive green roofs cost between $5 and $12 per square foot 
to install; add an additional $10 to $20 for roofs that need waterproofing. Green roofs 
also have substantial aesthetic benefits. They make a building or cityscape more pleasant 
to look at and some vegetated roofs, known as "intensive" green roofs, can be designed to 
be accessible and used as park and building amenities. 

The green roof project at the Fencing Academy of Philadelphia is a 3,000-square-foot 
extensive roof garden installed and monitored by Roofscapes, Inc. on top of an existing 
building. The system makes use of natural processes to detain and treat a 2-year 24-hour 
storm event. The vegetated roof cover is on average 2.75 inches thick, and includes a 
synthetic under-drain layer, a thin, lightweight grovrth media, and a meadow-like planting 
of perennial Sedum varieties. The designers selected plants appropriate for the region and 
setting. The system weighs less than 5 pounds per square foot when dry and less than 17 
pounds per square foot when saturated. The light weight allows installation on existing 
conventional roofs without structural adjustments. 

The roof system can reproduce open-space runoff characteristics for rainfall events up to 
3.5 inches. Little or no immediate runoff occurs for rainfall events delivering up to 0.50 
inches. For these events, modeling predicts a 54 percent reduction in annual runoff 
volume. Actual monitoring using 14- and 28-square-foot trays over a nine-month period 
showed that the trays captured 28.5 inches of the 44 inches of rainfall recorded during 
this period. The roof garden is also effective at reducing the temperature of runoff that 
does occur since the temperature of the green roof stays cooler than conventional roofs in 
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warm months. This helps reduce "thermal shock" caused by flash runoff from hot roof 
surfaces, which can have a significant impact on aquatic ecosystems. 

Green roofs are easily incorporated into both new and existing development. Some 
factors that must be considered, however, are the load-bearing capacity of the roof deck, 
the moisture and root penetration resistance of the roof membrane, roof slope and shape, 
hydraulics, and wind shear. Roof gardens like the one described at the Fencing Academy 
of Philadelphia are excellent opportunities to apply LID principles and achieve multiple 
benefits. Widespread use of roof gardens would substantially reduce stormwater runoff 
and urban water pollution problems while helping to improve air quality, conserve 
energy, reduce urban heat island effects, and add beauty and green space to urban 
settings. 

Contact: Charlie Miller, P.E., Roofscapes, Inc., 71 14 McCallum Street, Philadelphia, PA 
191 19, 215-247-8784, cmiller@roofrneadows.com. 


Low Impact Development Subdivision 

Frederick County, MD’^'^^ 

Population: 195,277 
Area: 633 square miles 

Highlight: Total low impact development (LID) site design reduces nmoff, saves 
developers money, and provides downstream peak discharge control. 

Developers conceived the Pembroke Subdivision using a low-impact approach right from 
the start. In doing so, they created an economically desirable development that protects 
the environment and exhibits the benefits of a multifunctional landscape. Pembroke is a 
half-acre plot residential development located in northern Frederick County, Maryland. It 
is the first low impact development (LID) subdivision permitted in Frederick County and 
one of the few comprehensive LID subdivisions in the country. To date, most projects 
that have incorporated LID practices and principles are limited to a single lot in scope 
and therefore, do not realize the greater environmental benefits of the management 
practices spread across a drainage area. 

In Pembroke, developers addressed runoff using "volume control" techniques as opposed 
to the more traditional "peak discharge" approach that uses a network of catch basins and 
pipes to convey runoff from an entire development to stormwater management ponds. 
The volume control approach allowed developers to replicate predevelopment runoff 
patterns using micro-scale integrated management practices that capture and treat 
rainwater close to where it hits the ground. The use of LID practices and principles 
throughout the development enabled developers to eliminate the use of two stormwater 
management ponds that they had envisioned in an earlier site conception. This 
elimination represented a reduction in infrastructure costs of roughly $200,000. In place 
of the stormwater management ponds, the developer preserved two-and-a-half acres of 
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undisturbed open space and wetlands, which aid in the control of stormwater runoff. This 
also resulted in a considerable saving in wetlands mitigation impacts. 

Extensive use of LID site foot-printing techniques allowed the site design to preserve 
approximately 50 percent of the site in undisturbed wooded condition. This design 
feature was very beneficial to maintaining pre-development hydrologic conditions. Site 
foot-printing also enabled developers to gain two additional lots by using a LID design, 
increasing the 43-acre site yield from 68 to 70 lots. This "density-bonus" added roughly 
$100,000 in additional value to the project. 

Developers also reduced effective impervious cover and saved money by converting 
approximately 3,000 linear feet of roads from an "urban road" section to a "rural road.” 
They did so by replacing curbs and gutters with vegetated swales and reducing paving 
width of the road from 36 to 30 feet. The use of swales saved the developers $60,000 in 
infrastructure construction and the reduced road width lowered paving cost by 17 percent, 
while at the same time reducing overall imperviousness. 

In order to satisfy County criteria for adequate downstream conveyance, developers 
conducted a downstream impact analysis. The analysis examined the ability of a LID site 
design to maintain predevelopment peak discharge conditions for a range of storms 
including the 1,2, 10, 50 and 100-year storms This analysis was important because many 
public works personnel perceive innovative LID stormwater management techniques to 
be capable of addressing water quality issues, but insufficient to provide downstream 
peak discharge control for the larger flood flows. The developers had initially based site 
LID hydrologic analysis on the 1-year storm (2.5 inch rainfall), which is part of the 
criteria for water quality control in Frederick County. The downstream analysis revealed, 
however, that the 1-year storm design was not sufficient to maintain predevelopment 
peak discharges for the 10, 50 and 100-year storms. They then used an incremental 
iterative procedure to determine additional control requirements to provide necessary 
downstream control. This analysis showed that increasing the design storm to a 2-year 
storm (3.0 inches of rainfall), provided required downstream protection over the complete 
range of flood events (10, 50 and 100 year storms). 

The results of this study have great significance for future stormwater management policy 
and design criteria. These results clearly illustrate tremendous advantages achieved by 
incorporating a runoff volume control approach and LID technology. It also demonstrates 
that conventional stormwater management designs that use a peak-discharge detention 
approach along with stormwater management ponds are not as effective as a LID 
approach. The hydrologic flaws associated with the peak-discharge detention approach 
are numerous, and include: 

• Peak discharge control does not typically address the maintenance of groundwater 
recharge. 

• Peak discharge approaches alter the frequency and duration of flood flows 
resulting in stream channel degradation. 
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• Peak discharge approaches can actually exasperate downstream flooding 
conditions due to the super-positioning of runoff 

• hydrographs. 

• Peak discharge approaches, particularly the use of regional facilities, provide no 
protection for streams above the regional facilities. 

Using an integrated LID stormwater management approach reduces or eliminates many 
of these problems. 

* This case study was provided by Michael Clar, President, Ecosite, Inc., 2001. 

Contact: Michael Clar, President, Ecosite, Inc., 3222 Old Fence Road, Ellicott City, MD 
21042, 410-804-8000, mclar@smart.net. 


LID at Naval District Washington 



Retrofit of the Dental Clinic parking lot showing 
bioretention islands and infiltration area between 
parking rows. 


Washington, DC'^^‘ 

Population: 606,900 
Area: 61.4 square miles 

Highlight: The Navy demonstrates Low Impact Development (LID) effectiveness and 
applicability by installing a number of LID retrofits throughout the Washington Navy 
Yard, helping to protect the Anacostia and Potomac Rivers and Chesapeake Bay. 

Polluted urban runoff is a serious enviroiunental and public health problem in the District 
of Columbia (the District). As in other urban areas, the hydrology of District waters is 
changed and contaminated by pollution borne by stormwater. Pollutants from everyday 
activities degrade the rivers, posing health risks, destroying habitat, and limiting citizen 
and visitor enjoyment. Surface runoff that discharges through separate sewer systems and 
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combined sewer overflows are the most significant sources of pollutants to District 
waters, causing almost 70 percent of their overall impairment. 

Approximately 65 percent of the District's natural groundcover has been replaced with 
impervious surfaces, which generate large quantities of surface runoff and cause severe 
water pollution problems.'^ For example, dissolved oxygen levels in the Anacostia 
become so low during the summer that fish kills can occur. Bacteria levels are 
sometimes hundreds to thousands of times higher than the allowable levels, putting the 
health of those whom come in contact with the water at risk.’^ Monitoring shows that 

District waters are too polluted to allow swimming.'^'^' Neither the natural drainage 
systems nor the stormwater system are capable of adjusting to the dramatic hydrologic 
changes that are occurring in the District as a result of urban development. 

As part of an overall effort to help protect and restore the quality of the Anacostia and 
Potomac Rivers and the Chesapeake Bay, Naval District Washington adopted a low 
impact development (LID) approach to stormwater retrofit and new facilities construction 
projects. This LID effort complements the Navy's effort to update the 150-year old 
separate-storm sewer system. Video investigations, cleaning, and system modernization 
led the way to the installation of ten Naval District Washington pilot projects that 
demonstrate the use of LID techniques in ultra-urban areas. Researchers will document 
and evaluate construction costs, maintenance requirements/costs, and pollution control 
effectiveness. 

The project employs a variety of LID practices and principles, focusing on existing 
parking lots, roads, rooftops, and landscaped areas throughout the Washington Navy 
Yard. The LID practices collect runoff from these surfaces, filter pollutants, and control 
runoff volume and timing before discharging to the Anacostia River through the existing 
storm sewers. Engineers designed the bioretention retrofits to intercept stormwater 
preferential pathways and to treat the first one-half inch of rain at a minimum. Each unit 
treats about 0.5 acres of impervious surface. 

The two main areas of LID retrofits are in the Willard Park and Dental Clinic parking 
lots. Naval District Washington installed several bioretention and detention cells to 
retrofit the parking area at Willard Park as part of the replacement and repair of existing 
parking structures. Some sections of the parking lot are specially designed to store water 
and release it slowly to reduce peak discharge. To save space and maximize parking, 
Naval District Washington installed bioretention strips between parking areas. Additional 
features include rain barrels that collect and store roof runoff for later irrigation and storm 
drain inlets that prevent trash and debris from entering the river. The retrofit of the 
Willard Park lot resulted in minimal disturbance and no loss of parking spaces. 



Low Impact Development CcnicT 

Bioretention strips are just one of the LID practices used 
at the Navy Yard to controi runoff. 

As part of major reconstruction of the Dental Clinic parking area, Naval District 
Washington installed bioretention islands, sand filter gutter strips, and permeable pavers 
between parking rows. Permeable pavers are a matrix of paving blocks and gravel that 
allow stormwater to infiltrate into a stone filled water storage area beneath the surface. 
Where the future use of the existing surface could not be altered. Naval District 
Washington installed underground storage cells. These detention cells help slow runoff 
and reduce peak discharge but do not offer any water quality treatment. 



Low Impact Development Center 

Permeable pavers used in areas of low traffic flow or between parking 
rows allow runoff water to be infiltrated into the ground without 
reducing the amount of parking. 

Additional LID practices are distributed throughout the Navy Yard. For example, 
disconnected building downspouts infiltrate rooftop runoff and storm drain inlet 
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structures trap sediment, litter, and debris. The Navy Yard also installed a tree-box filter 
at the 9“* Street gate. Tree-box filters are mini bioretention areas installed beneath trees 
that can be very effective at controlling runoff, especially when distributed throughout 
the site. Runoff is directed to the tree-box, where it is cleaned by vegetation and soil 
before entering a catch basin. The runoff collected in the tree-boxes helps irrigate the 
trees. Finally, Naval District Washington amended soils in some open space areas with 
aggregate gravel, although generally subsurface conditions are not conducive to 
infiltration. 

Of the 60 acres of impervious surfaces at the Navy Yard, these demonstration projects 
addressed runoff from about 3 acres. Other end-of-pipe treatment systems are in place 
that treat an additional 10 acres. About 25 percent of the facility has stormwater controls 
in place. In addition. Naval District Washington has repaired the storm sewer system to 
stop leaks and prevent interaction between surface water and groundwater at the site. 
Naval District Washington is preparing a region-wide LID plan to address stormwater 
runoff at their satellite facilitates. 

Future plans call for LID retrofitting of other naval facilities in the Chesapeake Bay 
watershed. LID concept plans have already been completed for the following naval 
installations: 

1 . Potomac Naval Annex 

2. US Naval Observatory 

3 . Nebraska Avenue Naval Annex 

4. Anacostia Naval Annex 

5. US Naval Academy 

Contact: Camille Destafhey, Director Environmental and Safety, Naval District 
Washington, 202-433-6388 (P), 202-433-6831 (F), camille.destafney@ndw.navy.mil, 
http://www.ndw.navy.mil. 1 

Contact: Paul J. Miller, Manager, Environmental Services, PrSM Corporation, 410-207- 
5670 (P), 410-517-2046 (F), pmiller@pr 5 mc 0 rp.com . http://www.prsmcorp.com 


Urban Stormwater Control Project at the Environmental Center of the 
Rockies 

Boulder, 

Population: 83,312 
Area: 22.6 square miles 

Flighlight: Strategic landscaping and micro-scale stormwater management that mimics 
natural systems reduce runoff and harvest rain water for irrigation. 
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The Environmental Center of the Rockies uses a 
micro-scale management system located in front 
of the building to control runoff on site. 

When it learned that 70 percent of Pollutants reaching nearby Boulder Creek were the 
result of nonpoint sources, the Land and Water Fund of the Rockies (the LAW Fund) 
took initiative and Enacted corrective measures. They had already retrofitted a building to 
house the new Environmental Center of the Rockies using "green" architecture strategies, 
which included reflective windows, a new roof made from recycled materials, and roof 
mounted solar collectors. The LAW Fund saw the Environmental Center with its highly 
visible, urban setting as a perfect place to take sustainable design a step further. They 
decided to "green" the landscape surrounding the building and retrofit its parking lot 
using Low Impact Development (LID) techniques. The project created an aesthetically 
pleasing setting that performs natural stormwater functions and conserves water. 



Rooftop and parking lot runoff 
flow into a vegetated location. 


The LAW Fund, with the help of Denver’s Wenk Associates and Joan Woodward, 
professor of landscape architecture, created a "closed loop" landscape that captures and 
treats runoff on-site instead of conveying it to city waterways. To accommodate the site's 
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location in a semi-arid climate (annual average precipitation depth is about 18.6 inches) 
the design focused on detention and infiltration practices that incorporate native drought- 
resistant plants. The system uses integrated management practices such as retention 
grading, vegetated swales, and bioretention cells (rain gardens) to capture and treat 
runoff. It uses these features in conjunction with a smaller parking lot, disconnected roof 
leaders, water harvesting, and landscaping that emphasizes native vegetation. These 
practices work together to: 

1 . conserve water and energy 

2. decrease stormwater runoff discharge to city sewers and 

3. decrease transport of water-bom pollutants from the facility. 



Lcn Wrighi 

One of the two vegetated swales used to manage 
stormwater at the Environmental Center for the Rockies 


Project designers created this system of swales and rain gardens, amended with sandy 
loam to increase infiltration, to infiltrate and cleanse up to one-half the volume of a 
hundred-year flood event. The system should also effectively treat the first flush of 
runoff, which picks up most of the pollutants deposited on impervious surfaces. Strategic 
grading of the parking lot directs all runoff through two infiltration swales along the edge 
of the paved area. Designers engineered the swales to filter both coarse materials and 
finer particles and pollutants. A buried permeable landscape barrier prevents clogging of 
filter media in the bottom of the swale. Then, the swales convey runoff to vegetated areas 
in the parking lot itself and at the front of the building, or to nearby bioretention areas. 
This depression storage allows excess runoff to be stored for later evapotranspiration. 



Len Wright 

A biorelention area captures and 
treats runoff from ECR parking lot. 

In addition, the LAW Fund reduced the amount of effective impervious cover at the site 
by eliminating 22 percent of the parking spaces, removing an extra sidewalk, 
disconnecting roof leaders, and landscaping the open space around the building. Before 
the retrofit, the 24,108 square-foot site was predominately irrigated turf grasses and 
impervious parking, pedestrian, and building surfaces. Now, more than 30 percent of the 
site is pervious, landscaped surfaces. 

A water balance study indicated that the landscape system infiltrates between 70 and 80 
percent of the water applied to the site as either precipitation or irrigation water, with less 
than one percent of the applied water leaving the site as runoff Vegetation plays an 
important role in this process, using the remaining 20 to 30 percent of the applied water. 
Water quality monitoring has not been a focus of this project. However, researchers 
believe the system is protecting local water quality since it retains and infiltrates almost 
all runoff on site. 

The LAW Fund wanted to harvest as much runoff as they could to irrigate the vegetated 
portions of the site. For example, harvested roof runoff goes directly to planter boxes, 
which overflow onto the parking lot if capacity is exceeded. This reduces irrigation 
demand substantially. Landscaped garden terraces provide a pleasant place for outdoor 
meetings and educational programs and help to buffer the building from the adjacent road 
that handles more than 30,000 cars daily. This multifunctional system also uses shade 
trees throughout the parking lot to intercept precipitation and help reduce surface runoff 

The City of Boulder, Wright Water Engineers, US Environmental Protection Agency, and 
Colorado University continue to monitor the site and evaluate the system. The Colorado 
University is also monitoring the site and analyzing data through the Boulder Area 
Sustainability Information Network (BASIN) project. The LAW Fund is developing a 
long-term maintenance plan for the site, which will be cheaper than conventional 
landscape maintenance requiring mowers, extensive irrigation, weed trimmers, and 
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pesticides. A 16-minute video presentation of the project is available through The City of 
Boulder’s Channel 8 television station. 

The Environmental Center of the Rockies project is one of 25 projects selected by the 
National Forum on Nonpoint Source Pollution. The National Geographic Society and the 
Conservation Foundation started the forum, which addresses issues by identifying 
innovative, nonregulatory options that balance economic and environmental needs. A list 
of the 25 projects can be found on the World Wide Web at: 

http://www.lawfund.org/ecr/ecr25demo.htm. Funding and support of the project came, in 
part, from The National Geographic Society, The Conservation Fund, and the U.S. 
Geological Survey. 

Contact: Len Wright, Graduate Research Assistant, Department of Civil, Environmental 
and Architectural Engineering, CB 428, University of Colorado, Boulder, CO, 80309, 
303-735-0404, wrightl@spot.colorado.edu. 

Contact: James P. Heaney, Professor, Department of Civil, Environmental and 
Architectural Engineering, CB 428, University of Colorado, Boulder, CO, 80309, 303- 
492-3276, Heaney@spot.colorado.edu. http://www.lawfund.org/ecr/ecrlandscape.htm 


T.R.E.E.S. Reduces Runoff 

Los Angeles, CA’^'^^ 

Population: 3,485,398 
Area: 469 square miles 

Highlight: The Hall House demonstration site uses lot level low impact development 
practices designed to capture and treat all the runoff from this residential site. 



c 1998 TrecPeoplc 

Site plan of he Hall House demonstration site showing 
location of LID techniques used: a) cistern collection 
system, b) vegetated/mulched swales, c) retention grading. 
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Water and air pollution, drought, flooding, youth unemployment, urban blight are some 
of the challenging issues that a coalition of Los Angeles government agencies and 
environmentalists are addressing through the T.R.E.E.S project. T.R.E.E.S., an acronym 
for Trans-Agency Resources for Environmental and Economic Sustainability, uses an 
innovative, inexpensive, and integrated approach to address these issues simultaneously. 
Working together, the groups involved developed a series of Best Management Practices 
(BMPs) for industrial sites, commercial buildings, schools, and single family homes that 
create a "blueprint for an ecologically, socially, and economically sustainable Los 
Angeles." Project managers identified the following BMPs as being most applicable and 
cost-effective: 

• strategic planting 

• other tree planting 

• tree maintenance 

• mulching 

• cistern installation 

• dry well installation 

• graywater system installation 

• pavement removal 

The T.R.E.E.S. Project began in 1997 with a design charrette that included city planners, 
landscape architects, engineers, urban foresters, and public agency staff. The goal of the 
charrette was to identify and design retrofit opportunities for Los Angeles that cost- 
effectively reduce the environmental effects of urbanization. To promote their efforts, 
T.R.E.E.S. created a demonstration site at a single-family residence in south Los Angeles. 
The Hall House site uses several of the selected strategies including a cistern collection 
system, redirection of roof-top runoff, vegetated/mulched swales, and retention grading 
to reduce runoff pollution. By design, the BMPs used should capture all runoff from the 
site, reusing some for irrigation and returning the rest to the groundwater. 



107 



Cistern at the Halt House demonstration site. 

The design directs rooftop rainwater to a cistern collection system that stores runoff in 
two 1,800-galion tanks for irrigating the site during dry months. To further promote 
sustainability, the cisterns are constructed with recycled polypropylene, a plastic that is 
plentiful in the Los Angeles waste stream. In addition, the cistern can double as a flood 
control device when the overflow is connected to the storm drain system. The widespread 
use of cisterns throughout a community can regulate flow of water into the stormwater 
drainage system by creating a network of strategically drained and filled reservoirs. By 
capturing and retaining rooftop runoff close to the source, cisterns help reduce pollution 
while conserving water for later use. 



c 1998 TreePeopk 

Retention grading at the Hall House demonstration site. 
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The swales, composed of recycled yard waste, slow the flow of stormwater allowing for 
infiltration and pollutant removal. They are an attractive, low-cost, low-maintenance, on- 
site stormwater treatment system that use limited yard space. In addition, the yard is 
graded to direct nmoff to depressed garden areas that also retain water until it can be 
absorbed into the groimd. These rain gardens can capture and retain a 1 0-inch flash flood 
with the probability of occurring once every 100 years. If necessary, excess runoff can be 
bypassed to the existing drainage system. This strategy works best in highly permeable 
soils, as is the case with the Hall House site, or if soil is amended with a layer of crushed 
aggregate rock to achieve higher infiltration rates. 



Vegetttted/mukhed swale at the Ball House demonstration site. 


Most of the BMPs are relatively inexpensive, and several are within the ability of the 
average homeowner to install. The two cistern tanks at the Hall House were prototypes 
requiring custom manufacturing and installation. With widespread application of the 
technology, a do-it-yotirself design, and mass production, the cost is expected to be an 
achievable 50-cents per gallon. Other cost estimates are listed below; 


Table 12-6a: Cost Comparison of BMPs Used in Hall House Project 


BMP 

Cost Using Contractor 

Cost Do-It-Yourself 

Retention Grading of 

Lawns 

$2,500 

$1,250 

Biofiltration Swales 

$250 

Minimal 

Downspout Extensions 

$75 each 

$40 each 


Note: Costs are estimates and include materials and installation. 


The T.R.E.E.S. demonstration site uses natural systems and functions to reduce the 
effects of urbanization. These site-level techniques have significant potential to reduce 
pollution if applied throughout a watershed. They are cost effective and successful at 
capturing, cleaning, and storing runoff, reusing water, preventing floods, improving air 
quality, reducing energy demand, and creating urban forestry and watershed management 
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jobs. If applied throughout the city, project managers anticipate reducing water imports 
by 50 percent, cutting the solid waste stream by 30 percent, decreasing energy 
dependence, and creating thousands of new jobs. 

The T.R.E.E.S. project has developed an implementation plan that uses public policy and 
financial strategies to encourage widespread use of these BMPs. One example of this 
effort is a partnership between T.R.E.E.S. and the Los Angeles Department of Water and 
Power's Cool Schools program. Students help to reduce the heat island effect and lower 
energy consumption at their campuses by replacing asphalt with grass and trees. At 
Broadous Elementary, designated a Sustainable School, T.R.E.E.S. coordinated the 
design and construction of a stormwater separator and infiltration basin to foster 
groundwater recharge and solve a campus flooding problem. Program participants are 
developing a monitoring plan and outdoor classroom curriculum. 

The Hall House demonstration site is also in the early stages of a comprehensive two- 
year monitoring study. Researchers from University of California at Davis and USDA 
Forest Service have selected a control site next door, mapped and tested soils; and 
installed flow meters and set up a micrometeorological station to measure runoff from 
roof surfaces, the use of irrigation water, and runoff to the street. At this point, 
researchers do not have any results to report. However, this study will eventually help 
determine how much runoff is actually being captured and treated by the BMPs. 

Contact: Rebecca Drayse, Project Manager, TreePeople, 12601 Mulholland Drive, 
Beverly Hills, California, 90210, 818-623-4884. 

Contact: David O'Donnell, T.R.E.E.S. Project Associate, TreePeople, 12601 Mulholland 
Drive, Beverly Hills, California, 90210, 818-623-4884, dodonnell@treepeople.org .. 
http://www.treepeople.org 

Note: Tree People's sponsors in the T.R.E.E.S Project include the USDA Forest Service, 
the City of Los Angeles Stormwater Management Division and Department of Water and 
Power, the City of Santa Monica, the U.S. Environmental Protection Agency, the Los 
Angeles County Department of Public Works, the Metropolitan Water District of 
Southern California, the Los Angeles Urban Resources Partnership, the Southern 
California Association of Governments, and Environment Now. 


SEA Streets Leaves Legacy 

Seattle. WA'^'^" 

Population: 516,259 
Area: 84 square miles 

Highlight: Street improvements incorporate how impact development practices to reduce 
runoff and enhance the neighborhood. 
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SEA Streets Site before street improvements and drainage 
retrofit using LID techniques. 



SEA Streets Site after improvements and drainage retrofit using LID techniques. 

The Seattle Millennium Project is celebrating the light, water, and woodland resources 
that residents cherish as important quality-of-life features. As part of the Millennium 
Project, Seattle Public Utilities has initiated the Urban Creeks Legacy program. This 
program focuses on creek restoration as well as improved drainage and water quality. 
Goals of the program are to promote public awareness, educate citizens, foster 
collaboration, involve volunteers, and celebrate Seattle's creek systems. 

One element of the Urban Creeks Legacy Program is a pilot project call SEA Streets, 
which aims to reduce the impact that "street-scapes" have on local stream watersheds and 
salmon habitat. SEA Streets is a comprehensive approach that manages stormwater, 
minimizes impervious surfaces, and eases traffic. It complements an ongoing effort by 
Seattle Public Utilities and Seattle Transportation to address street improvements in areas 
that do not have traditional piped drainage systems. Seattle Public Utilities has found 
these areas to be significant contributors to runoff quality and quantity problems. 


Ill 


The SEA Streets Project focuses on Broadview, a residential section of ultra-urban 
northwest Seattle located in the Pipers Creek Watershed. Seattle Public Utilities selected 
Broadview through a neighborhood petition process after receiving 94 percent approval 
from the neighborhood for the pilot project. Six neighborhoods had achieved the 60 
percent resident support needed to be considered for the pilot site, which the city also 
evaluated for technical feasibility. 

SEA Streets examines street drainage alternatives with the following objectives: 

• Decrease runoff peak flow and volume 

• Minimize impervious area 

• Document effects of alternative design 

• Minimize maintenance through design and stewardship 

• Design watershed and neighborhood friendly streets 

• Change the paradigm that curb gutter/sidewalk is necessary 

The key elements of SEA Streets are drainage improvements, street improvements, 
landscaping, and neighborhood amenities. Landscaping and tree preservation provide 
rainfall management, runoff treatment, and aesthetic benefits. Sidewalk design focuses on 
attracting pedestrians and balancing transportation and parking needs with runoff 
reduction and treatment. Vegetated swales, gardens, and bioretention areas are used in 
conjunction with traditional drainage infrastructure to collect and treat runoff close to the 
source. 



Seattle Public Utilities 

A rain garden at the SEA Streets project site. 


The drainage improvements focused on reducing surface runoff by integrating 
engineering practices commonly used in ultra-urban areas with practices that mimic and 
use natural processes. System designers combined traditional drainage features (culverts, 
catch basins, flow control structures, and slotted pipes) with interconnected swales, 
vegetation, and soil amendments to manage stormwater flow and discharge. The swales 
contain native wetland and upland plants to treat runoff and beautify the site. The entire 
site is multifunctional and designed to function like a natural ecosystem. In some areas, 
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however, infiltration practices cannot be used due to existing groundwater intrusion 
problems in some homes. In these situations, the emphasis was on biofiltration treatment 
of stormwater and not infiltration. They also increased the time that water travels through 
the drainage area by increasing the length of flow paths, using vegetated surfaces for 
conveyance (and biofiltration), and maximizing use of ail areas within the right-of-way 
without hard surfaces for detention. Any water not infiltrated flows into a temporary pool 
where it is treated and detained before being conveyed into the downstream stormwater 
network. 

City engineers designed the system to reduce the peak discharge rate and volume from a 
two-year 24-hour storm event (1.68 inches) to predevelopment conditions. In addition, 
the system meets City of Seattle requirements to convey nmoff from a 25-year, 24-hour 
storm event. The system is capable of controlling runoff from the entire 2.3-acre drainage 
area, an important for protecting habitat for threatened and endangered salmon species in 
the Pipers Creek watershed. To verify these design goals, for a two-year period, the city 
will monitor effluent during each storm and compare it to data collected prior to the 
enhancement of SEA Streets. 



Swale and inlet control structure at the SEA Streets project site. 

Street improvements are one of the most important and interesting components of the 
SEA Streets project. The original street consisted of a straight, 60-foot right-of-way with 
parking on both sides; there were no sidewalks or drainage controls. To improve 
stormwater management, designers created a curvilinear roadway with only 14-foot wide 
paved sections (18 feet at intersections), which remains wide enough for two cars to pass 
slowly. The longer flow path and reduced impervious cover help limit the volume and 
speed of runoff. Designers addressed emergency access by eliminating curbs and creating 
grass shoulders that can accommodate heavy vehicle loading. They further reduced 
effective imperviousness through efficient parking configurations and the use of alleys. 
Parking spaces are limited but accommodate the needs of property owners. Sidewalks 
also follow the curvilinear pattern and are only located on one side of the street. 

Strategic landscape elements reduce and help treat runoff while making the street more 
attractive and pedestrian friendly. As part of SEA Streets, the city planted more than 100 
deciduous and coniferous trees and 1,100 shrubs. Prior to this project, there was not a 
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single tree in the right-of-way. Designers worked with homeowners to create functional 
transitions between private and public property and informed them about water quality 
sensitive landscaping practices. 

All together, the design features of the site provide numerous neighborhood amenities. In 
addition to those mentioned above, tree conservation and vegetation help reduce summer 
heat and absorb air pollutants, curvilinear streets keep traffic volume and speed down, 
and pedestrian friendly design helps reduce automobile use. 

This innovative project cost $850,000, funded completely by Seattle Public Utilities 
using money collected from drainage fees. The city estimates that conventional drainage 
methods and street improvements would have cost between $600,000 and $800,000. 
However, they expect the significant research, design, and commimications budgets 
needed for this pilot project to be lower for future projects, making the SEA Street 
approach even more economical and competitive. 

The success of the Broadview pilot project has already led to the planning of a second 
SEA Street, which will include additional LID practices such as permeable pavers and 
pavement and focus more on water quality monitoring. Seattle Public Utilities' long term 
goal is to retrofit the ditch and culvert drainage system that currently dominates the 
northern part of the city using SEA Streets and other natural approaches to manage 
runoff. 

Contact; John Amesen, Seattle Public Utilities, 206-684-8921, 710 2nd Ave., Room 640, 
Seattle, WA 98104, john.amesen@ci.seattle.wa.us. 

Contact: Denise Andrews, Program Manager, Seattle Public Utilities, Urban Creeks 
Legacy, 206-684-4601, 710 2nd Ave., Room 640, Seattle, WA 98104, 
http://www.cityofseattle.net/util/urbancreeks/background.htm. 


City Partners with Property Owners to Promote LJDs 

Portland, 0R‘^ 

Population; 437,329 
Area: 125 square miles 

Highlight: To help clean up the city’s waters, Portland initiated a pilot program that 
provides money for low impact development retrofits that control runoff in combined 
sewer areas. 



Inflttration swale at the Oregon Museum of Science and Technology 
and disconnected roof leader system at the city’s water pollution 
control lab; both are examples of the type of projects the Willamette 
Stormwater Control Program is encouraging to stop CSOs. 

Faced with severe pollution in the Willamette River, poor watershed health, and loss of 
habitat for endangered salmon, Portland decided to take action. The city developed the 
Clean River Plan-a comprehensive approach to improve water quality in urban streams 
that promotes low impact development (LID) strategies among property owners and 
developers. 

The Clean River Plan offers solutions to eliminate combined sewer overflows (CSOs) 
and local basement flooding, including techniques for controlling urban runoff from 
commercial, industrial, and institutional properties. CSOs are a major source of pollution 
in the Willamette. Almost every time it rains in Portland, stormwater fills the combined 
sewers, which carry both sanitary sewage and surface runoff, causing overflows. CSOs 
discharge raw sewage along with contaminated runoff from streets, lawns, and parking 
lots directly into the river. The Clean River Plan uses a variety of strategies for removing 
stormwater from sewers and restoring beneficial natural processes. These strategies are 
intended to help downsize or displace single-purpose infrastructure such as large pipes, 
expanded treatment plants and pump stations. 

To jump start participation in one facet of the program, Portland's Bureau of 
Environmental Services initiated the Willamette Stormwater Control Program, providing 
technical and financial assistance for a limited number of pilot projects that control 
stormwater runoff. The program focuses on LID techniques that capture runoff close to 
the source, allowing it to infiltrate into groundwater. These landscape practices also 
enhance neighborhoods, reduce air pollution, and reduce basement flooding. These 
projects will demonstrate the technical feasibility, cost, and performance of retrofits that 
incorporate LID practices and principles. 

The Bureau will support 1 5 demonstration projects to retrofit existing commercial sites, 
industrial properties, schools, religious institutions, and apartment complexes in targeted 
areas of Portland. These projects are to focus on strategies such as: 

• disconnecting roof downspouts and directing runoff to vegetated swales, planters, 
or other landscape features 
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• removing or replacing pavement with porous materials that allow stormwater to 
soak into the ground 

• re-grading some paved areas so they drain into new or existing landscaping 
installing roof gardens that reduce stormwater flow into the sewers and also 
improve air quality 

In return, pilot program participants can receive up to $30,000 for design and 
construction for their projects. In addition, the projects will receive extensive publicity. 
To be accepted for financial assistance, projects must be part of an existing development, 
they must be located in the city's combined sewer target area, and that must remove 
runoff from at least 1 0,000 square feet of paved or roof area. Projects must be completed 
by December 3 1 , 2002. 

The first project funded is a retrofit of a Boys and Girls Club building using LID to 
provide complete on-site treatment and disposal of nmoff draining from its 21,000 
square-foot roof. Runoff from two thirds of the roof will go directly to planters and 
landscape bioretention areas that provide infiltration and treatment. The other third of the 
roof area will drain to a traditional soakage trench system with treatment provided by a 
sand filter. The total project cost is approximately $35,000 and is expected to be 
completed by the end of 2001. The Willamette Stormwater Control Program continues to 
evaluate a number of proposals for project to be implemented over the next couple years. 

Contact: Henry Stevens, Willamette Stormwater Control Program, Bureau of 
Environmental Services, 1 120 SW 5th Avenue, Room 1000, Portland, OR 97204-1912, 
503-823-7867, henrys@bes.ci.portland.or.us, http;//www.cleanrivers-pdx.org/. 


Stormwater Treatment System is a Work of Art 

St. Paul, 

Population: 272, 235 
Area: 58 square miles 

Highlight: Rain garden captures runoff and attracts residents to improve water quality and 
promote stewardship in their neighborhood. 



Christine Baeumicr 

Maria Bates Bain Garden under construction. 



The completed rain garden creates a multifunctional 
urban setting that controls runoff and is enjoyed by 
the neighborhood. 


The Maria Bates Rain Garden located in St. Paul's East Side is an excellent example of 
the multiple opportunities and benefits achievable through creative stormwater 
management. The Maria Bates Rain Garden is an urban greenspace that uses low impact 
development (LID) principles and practices to improve water quality and promote 
environmental stewardship. 

The Upper Swede Hollow Neighborhood Association initiated the rain garden as an 
offshoot of their Lower Phalen Creek Project, which aims to build watershed stewardship 
through community based initiatives. One objective was to protect a recently restored 
wetland area along the Mississippi River. Another was to promote urban beautification. 
The rain garden was a perfect solution, performing multiple functions that include: 
controlling surface runoff, cleaning the water, and preventing downstream erosion while 
also creating desirable public open space. 

Two vegetated swales are at the core of the garden's design. The design redirects 
stormwater from a residential street to the rain garden, or bioretention cell, through a 
specially installed catch basin. It captures runoff from a one-acre drainage that is 75 
percent impervious cover, removing oil, grease, heavy metals, nutrients, and sediment. 
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The 900 square-foot rain garden treats runoff from the 1-inch 24-hour storm. Overflow 
from larger storms discharges to the storm sewer system. 

Once captured by the rain garden, runoff seeps into the ground, preventing polluted 
runoff from traveling through storm drains to the Mississippi River. The soils and native 
vegetation that make up the garden should filter and remove pollutants in the runoff. A 
monitoring program is planned for the near future. Project managers also plan to redirect 
water from a nearby office building roof into the swales once ongoing renovations are 
completed. 

As with many LID practices, the garden has attractive features that extend beyond water 
quality management. Designers used it as an opportunity to create needed public open 
space. Local artists Chris Baeumler and Kevin Johnson created a meandering "rainwater 
walkway" through the garden that helps convey water and illustrate the garden’s function. 
Additional features include an ornamental railing, benches, and a boulder that is carved- 
out to capture water and inscribed with text explaining the purpose of the garden. 

The garden also serves as an outdoor classroom. Community Design Center of Minnesota 
organized local students to help plant the garden and learn about pollution prevention. 
Nearly 200 students from Dayton's Bluff Elementary School learned about native plants, 
water quality, and erosion control during a workshop at the garden that was sponsored by 
the Community Design Center along with other organizations and institutions. 

The Upper Swede Hollow Neighborhood Association managed the Maria Bates Rain 
Garden project. Barr Engineering provided the design and engineering services. 
Construction and design costs totaled approximately $19,000. Financial support from 
city, state, and federal agencies as well as local and national charitable organizations 
made this project possible. 

Contact: Amy Middleton, Lower Phalen Creek Project, 1 1 82 River Road, Dresser, WI 
54009,7 15-483-1414, amiddle@lakeland.ws. 

Contact: Carol Carey, Lower Phalen Creek Project Steering Committee, 651-774-0218. 
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Additional Examples 

Jordan Cove Urban Watershed Study, Waterford, 



Figure: 12-33: Site plan for the traditional development at Jordan Cove. 



Figure 12-34: Site plan for the UD development at the Jordan Cove study site. The LID plan conserves 
more open space and natural features than the traditional site and incorporates several Integrated 
management practices to control runoff. 

The Jordan Cove Urban Watershed Study is a comprehensive monitoring project that 
uses a "paired watershed" approach to evaluate water quality from two sections of a new 
development site. One of the sections is following traditional subdivision requirements to 
develop 10.6 acres of land while the other 6.9-acre site is taking a low impact 
development (LID) approach. Researchers are comparing monitoring results to a control 
site, a 43 lot, 13.9-acre established subdivision across the street that uses conventional 
stormwater management. They are applying management practices to the LID drainage 
area only. Currently, researchers are monitoring the construction phase of the low impact 
development and are beginning to evaluate the post-construction phase of the traditional 
site, which has 14 of 17 home completed. The developer has five homes under 
construction in the low impact development and has installed two residential rain 
gardens. To control erosion and sedimentation, they are applying construction best 
management practices at this site such as phase grading, pervious pavers on the access 
roads, sediment detention basins and swales, and rapid reseeding. 
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Project managers plan to use a wide variety of LID practices in the low impact 
development including grassed swales, roof runoff rain gardens (bioretention cells), 
detention areas, pervious pavement, conservation zones, a pervious road with a central 
bioretention, and state-of-the-art oil/grit separators in conjunction with pollution 
prevention and good housekeeping practices. Furthermore, the low impact development 
reduces the overall impervious footprint by clustering houses, narrowing roads, and 
minimizing paved areas. The LID site has the following objectives: 

1 . retain sediment on site during construction 

2. reduce nitrogen, bacteria, and phosphorus export by 65, 85, and 40 percent 
respectively and 

3. maintain post-development peak rate and volume and total suspended sediment 
load at predevelopment levels. 

On the other hand, the traditional site design grades all runoff to the street using 
conventional curb, gutter, and pipe drainage without treatment. Furthermore, developers 
have sited the houses evenly across the subdivision without an attempt to conserve open 
space or natural drainage features. 



Jack Clausen, University I'l (. onnccitcut 

The use of permeable paving blocks at the LID site helps 
reduce runoff by infiltrating rain water. 


The Jordan Cove Urban Watershed Study is currently in the third of a proposed six-to 
ten-year monitoring period. Project managers for the sites have collected base-line data 
from all sites and are monitoring the constraction phases of the two new developments. 
Prior to development, the traditional site was used for poultry farming and the BMP site 
was a closed-out gravel pit. To date, monitoring has revealed the following: 

1 . Monitoring of the traditional site during the construction phase revealed increases 
in most parameters when compared to the control. 
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2. Storm flow increased during construction of the traditional site but decreased 
significantly during construction of the LID site. Researchers believe that the 
reduction at the LID site is partially due to basement excavation and berm 
construction. 

3. Researchers hypothesize that change in the landscape features of the traditional 
watershed have caused the hydrologic response at the site. Researchers 
hypothesize that it is hydrologic response, rather than erosion and increased 
sediment, that is the cause of increased pollutant export from the site. 

Contact; Jack Clausen, University of Connecticut, Department of Natural Resources, 
1376 Storrs Road, U87, Room 228, Storrs, CT 06238, (P) 860-486-2840, (F) 860-486- 
5408, jclausen@canr.cag.uconn.edu. 

Contact; Bruce Morton, Aqua Solutions, Governor's Comer, 991 Main Street, 2B, East 
Hartford, CT 06108, (P) 860-289-7664, (F) 860-291-9368, aquasoln@aol.com. 

Contact; Chet Arnold, University of Connecticut Cooperative Extension Service, P.O. 
Box 70, Haddam, CT 06438, 860-345-4511, 
http;//www.nemo.uconn.edu/res&ap/resapjordan.htm 


Florida Aquarium 

Stormwater Research/Demonstration Project, Tampa, FL’^ 



Rgire 2. Layout of the f toiida Aquarium site with IMPS, the tight basins oubined 
wtth dtited lines were evakiated in this pan of the atu&i. 

Florida Aquarium 

Layout of the Florida Aquarium site showing LID management practices. 
The eight study basins highlighted in this case study are outlined 
With dotted lines. 
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The Florida Aquarium Stonnwater Research/Demonstration Site project is both an effort 
to document the benefits of low impact development (LID) strategies and inform the 
public as part of the process. In 1993, the Southwest Florida Water Management District 
and the Florida Aquarium partnered to evaluate the effectiveness of alternative parking 
lot design and materials to reduce runoff and improve water quality. 

The study site is an 1 1 .5-acre asphalt and concrete parking area in mid-town Tampa, 
Florida (about half of the parking lot has been recently converted to a construction area 
for cruise ship terminals). The original parking lot served approximately 700,000 visitors 
annually. Researchers modified the parking lot by installing the following integrated LID 
practices throughout the site: 

• End-of-island bioretention cells 

• Bioretention swales around the parking perimeter 

• Permeable paving 

• Bioretention strips between parking stalls 

• A small retention pond to supplement storage and pollutant removal 

The distributed LID practices can be considered a stormwater treatment train that treats 
runoff from the building roof, parking lots, and access streets. 

Monitoring has demonstrated that the LID practices significantly reduce rtmoff volume 
and protect water quality. Researchers collected samples fi'om 30 storm events over a 
one-year period. They collected data that allowed comparisons between both treatment 
techniques and paving surfaces (asphalt paving with and without a swale and swale areas 
with cement, permeable pavement, and asphalt). The LID practices achieved between 60 
and 90 percent reduction in runoff volume. Researchers also documented pollutant 
removal efficiencies with the highest load reduction coming from the basin with 
permeable pavement and swales (see table below). 

Pollutant Removal Efficiencies for Various Treatment Types 


Table 12-6b: Percent pollutant reduction compare to the asphalt non-swaled area 


Constituent 

Asphalt virith Swale 

Cement with Swale 

Permeable with 
Swale 

Ammonia 

45 

73 

85 

Nitrate 

44 

41 

66 

Total Nitrogen 

9 

16 

42 

Ortho Phosphorus* 

-180 

-180 

-74 

Total Phosphorus* 

-94 

-62 

3 

Suspended Solids 

46 

78 

91 

Copper 

23 

72 

81 

Iron 

52 

84 

92 

Lead 

59 

78 

85 

Manganese 

40 

68 

92 

Zinc 

46 

62 

75 
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•The efficiencies for phosphorus are negative, indicating an increase in phosphorus loads in the swaled 
basins. The permeable swale continues to exhibits the best performance. Researchers believe that grass 
clippings leftover from swale maintenance are the likely source of phosphorus since there is no phosphorus 
in rainfall or asphalt and very little in automobile products. 

Researchers compared loads from this site to other studies done in Florida and found that 
the loads were much lower than reported at other urban sites using conventional 
stormwater management. 

Throughout this project, public involvement has been an important attribute. Aquarium 
visitors receive information about the project and the connection between rain, urban 
development, and water quality. A brochure gives tips on how residents can prevent 
pollution on a daily basis. Students and general aquarium visitors are encouraged to visit 
the research station to learn more about the project and stormwater runoff. 

Contact: Betty Rushton, Resource Management Department, Southwest Florida Water 
Management District, Brooksville, Florida, 34609, 352-796-7211, 
Betty.Rushton@swfwmd.state.fl.us, http;//www.swfwmd.state.fl.us 

Gap Creek Subdivision, Sherwood, 



Ron Tyne, Tyne Associates 

Reducing street width and retaining trees as retention 
of rain water. 

A low impact development (LID) approach can yield significant benefits to developers as 
well as the environment and community. Terry Faff, developer of the 130-acre Gap 
Creek subdivision in Sherwood, Arkansas, looked to create something unique in the 
marketplace. He decided to take a "green" approach by implementing a variety of 
practices to reduce the environmental impact of development. The approach he took 
resulted in significant economic benefits derived from a combination of lower 
development costs, higher lot yield, and greater lot values. The developer had not counted 
on any cost savings but has since learned that "that just comes with the territory." 
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The preservation of natural drainage features adds 
the aesthetic appeal of Gap Greek, A walkway through 
the woods in the place of a traditional sidewalk also 
attracts homebuyers 


Gap Creek is one of the fastest growing neighborhoods in the North Little Rock area. 
Developers attribute its growth and popularity to the sustainable design that buyers prefer 
over the traditional, "cookie-cutter” suburban development. Specific features include 
streets that flow with the existing landscape, minimal site disturbance and preservation of 
native vegetation, preservation of natural drainage features, and a network of buffers and 
greenbelts that protect sensitive areas. However, Faff still used some conventional 
stormwater management practices at this development for conveying and removing street 
runoff. These LID features allow stormwater to flow naturally and be controlled close to 
the source, as well as providing passive recreation and aesthetic benefits. The developer 
took advantage of this conservation approach to maximize the number of lots that abut 
open space areas, thus enhancing marketability and increasing property values. 

The LID approach also yielded substantial savings and financial success for the 
developer. Its sustainable plan required significantly less site clearing and grading, which 
cut down on site preparation costs. The use of natural drainage features meant less money 
spent on drainage infrastructure (i.e. piping, curbs, gutters, etc.). Faff also reduced street 
width from 36 to 27 feet and retained trees close to the curb, which reduced 
imperviousness and saved money. All together, these strategies saved the developer 
nearly $4,800 per lot, a saving higher than originally expected. The greater lot yield and 
high aesthetic curb appeal also resulted in larger profits. Faff was able to sell lots for 
$3,000 more than larger lots in competing areas and sold nearly 80 percent of the lots 
within the first year. He estimates that the economic benefits will exceeding $2 million 
over projected profits. Additional benefits of the LID design include lower landscaping 
and maintenance costs and more common open space and recreational areas. 


124 


Low Impact Development 
A Comparison Of Two Different Land Plans* 


Table 12-6c: Projected Results From Total Development 


Total Site 

Conventional Plan 

Sustainable Plan 

Lot Yield 

358 

375 

Linear Feet Street 

21,770 

21,125 

Linear Feet Collector Street 

7,360 

0 

Linear Feet Drainage Pipe 

10,098 

6,7333 

Drainage Structures; 
Inlets/Boxes/Headwalls 

103 

79 

Estimated Total Cost 

$4,620,600 

$3,942,100 

Estimated Cost Per Lot 

$12,907 

$10,512 


Table 12-6d: Actual Results from First Phase of Development 



Conventional Plan 

Sustainable Plan 

Phase 1 1 

(Engineer’s Estimated 
Figures) 

(Actual Figures) 

Lot Yield ! 

63 

72 

Total Cost 

$1,028,544 

$828,523 

Total Cost Per Lot 

$16,326 

$11,507 


Table 12-6e: Economic and Other Benefits From Low Impact Development 


Higher Lot Yield 

1 7 additional lots 

Higher Lot Value 

$3,000 more per lot over competition 

Lower Cost Per Lot 

$4,800 less cost per lot 

Enhanced Marketability 

80 percent of lots sold in first year 

Added Amenities 

23.5 acres of green-space/park 

Recognition 

National, state, and professional groups 

Total Economic Benefit 

More than $2,200,000 added to profit 


* Tyne & Associates, North Little Rock, Arkansas 


Contact: Ron Tyne, Tyne & Associates, 8332 Windsor Valley Drive, North Little Rock, 
AR 72116, 501-835-2878 rontyne@aol.com. 


LID For Optimum Water Quality Protection Of Water Supply Reservoir, 
Highpoint, 

Due to its proximity to a proposed regional water supply reservoir, the City of High 
Point, North Carolina is faced with the implementation of very stringent water quality 
controls related to nutrients control (i.e., phosphorus) and limitations on total impervious 
area. As part of a watershed wide assessment and development of a comprehensive 
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stormwater management plan,*^ an evaluation of the benefits of using LID technology 
was conducted. 

The evaluation revealed that the use of LID, particularly the incorporation of bioretention 
techniques, could optimize the removal of phosphorus by approximately 50 percent over 
conventional pond based BMPs. The bioretention cells can achieve phosphorus removal 
levels ranging from 75 to 90 percent compared to the reported levels for stormwater 
management ponds, which range from 40 to 50 percent. 

The LID evaluation also reinforced another advantage of the LID technology with respect 
to the total impervious area limitation requirement. A number of jurisdictions have begun 
to place total impervious area limitations on a watershed scale as a surrogate for water 
quality control. This approach is based on the total impervious area threshold concept 
reported in a number of publications. For a specific site, however, the LID concept 
can provide a win/win strategy, which optimizes water quality objectives while allowing 
higher impervious cover for a given site. This dual strategy is accomplished in two ways. 
First the LID design methodology provides procedures and techniques to hydraulically 
disconnect impervious areas so that, for example, a site with 70 percent impervious cover 
will be hydrologically equivalent to a site with 40 to 50 percent impervious cover. The 
second part of this strategy results from the fact that the LID micromanagement practices 
can be incorporated into elements of the landscape providing a dual function for site 
features and thus preclude the need to dedicate and disturb (clear, grub, etc.) 8 to 10 
percent of the total site for a stormwater management pond. 

* This case study was provided by Michael Clar, President, Ecosite, Inc., 2001. 

Contact: Michael Clar, President, Ecosite, Inc., 3222 Old Fence Road, Ellicott City, MD 
21042, 410-804-8000, mclar@smeirt.net. 


Zero Impact Development Ordinance To Protect Streams*, Lacey, 

Recently, several communities have developed innovative ordinances to eliminate legal 
and institutional barriers to and facilitate the use of lot level stormwater controls. Lacey, 
Washington is one such community. Lacey adopted a Zero Impact Development 
Ordinance in August of 1999&mdash; the direct result of a conference called "Salmon in 
the City." (http://www.wa.gov/lacey/lmc/title_14/chapter_14-31.htm) The conference 
was sponsored by the American Public Works Association and thirty other local, state, 
and federal entities. The conference called attention to the impact of development on 
aquatic life; a message that was of particular relevance due to the fact that the National 
Marine Fisheries Service had just announced that northwest chinook salmon were 
"threatened" under the Endangered Species Act. The ordinance facilitates waivers of 
requirements that conflict with the use of LID practices. The ordinance is still in early 
stages of implementation and to date, no developers have taken advantage of it. 
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The primary goal of the Zero Impact Development Ordinance is to retain the hydrologic 
fhnctions of forests after a site is developed such that there is near "zero effective 
impervious surface." The ordinance works by providing developers with the opportunity 
to demonstrate zero effective impervious surfaces and to use watershed-sensitive urban 
residential design and development techniques. The ordinance makes LID a legal 
alternative to conventional site design. However, actions are voluntary and to date, no 
other incentives exist to encourage zero impact developments in Lacey. 

The Lacey ordinance is designed to protect receiving waters and aquatic resources. It 
established criteria that a development project must meet in order to qualify for 
deviations from certain current development standards. The city used criteria taken 
directly from the "Salmon in the City" conference research, which describe the 
fundamental characteristics of a healthy watershed. The Lacey ordinance criteria have 
since become known as the 60/0 standard. In other words, at least 60 percent forest must 
remain after development and impervious surface must be made "ineffective" or 
established as zero effective impervious surface area (also known as the "zero impact" 
standard). Developers can make impervious surfaces ineffective by disconnecting them 
from conventional drainage infrastructure and installing LID integrated management 
practice to capture and treat runoff. The ordinance also requires monitoring and 
evaluation designed to measure the performance of steps taken to ensure zero impact. 

Lacey's innovative low impact development law is based on specific monitoring criteria 
that documents the negatives effects development has on water resources and aquatic life. 
The Zero Impact Development Ordinance is specifically intended to provide post- 
development conditions that stay below the threshold of impacts on aquatic life. 

* This case study was modified from original information provided by Tom Holz, SCA 
Consulting Group, August, 2001. 

Contact: Tom Holz, SCA Consulting Group, P.O. Box 3485, Lacey, Washington, 98509, 
360-493-6002, tholz@scaconsultinggroup.com. 
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Statement of Paul D. Schwartz, National Policy Coordinator, Clean 

Water Action 

Good day, Mr. Chairman and other distinguished members of committee. I am 
Paul Schwartz, National Policy Coordinator of Clean Water Action, a national envi- 
ronmental organization working for clean, safe and affordable water, prevention of 
health-threatening pollution; creation of environmentally safe jobs and businesses; 
and empowerment of people to make democracy work. Clean Water Action has orga- 
nization in 15 States and has 700,000 members across the nation. Additionally, I 
serve as cochair of the Clean Water Network’s Wet Weather and Funding 
Workgroup and am on the Steering Committee of the Campaign for Safe and Afford- 
able Drinking Water. 

Mr. Chairman, thank you for holding this hearing today on S. 1961, the Water 
Investment Act of 2002, and other water infrastructure proposals. The committee’s 
sustained focus on water infrastructure funding and the two State clean and safe 
water revolving funds is timely and of vital importance to the nation’s environment, 
economy and public health. This hearing is a crucial next step toward securing more 
dollars for critical drinking water and wastewater infrastructure needs. While Ms. 
Stoner of NRDC focused on the “clean water” issues. I’ll be focusing most of my re- 
marks today on drinking water issues. 

1. funding needs & DRIVERS 

It has been well established by the USEPA, the Water Infrastructure Network 
(WIN) and others that there is a gap between all available sources of revenue and 
the financial resources needed by our communities, small and large; rural, suburban 
and urban; well off and hard-pressed, to meet urgent public health and environ- 
mental protections. WIN puts the estimate of the need at $1 trillion and projects 
that $23 billion must be invested annually over the next 20 years to begin to close 
the gap. Others have set the number at a somewhat lower level. 

• Over the next few years communities across America are facing the need to deal 
with many pressing drinking water issues including: arsenic, Cryptosporidium and 
other microbial risks, radioactive radon, and the groundwater rule. 

•Also, the U.S. national drinking water infrastructure (both pipes and treatment 
works), once the envy of the world, is old and out of date. There is no other sector 
of the nation’s infrastructure that relies primarily on a physical infrastructure built 
50 to 100 years ago, and that mostly utilizes treatment technology that was devel- 
oped during the Victorian-era before WWI. As municipalities and private operators 
delay repair, replacement and modernization, the costs escalate exponentially. 

•Further, Clean Water Action notes with dismay how few drinking water pro- 
viders have moved from a purely end-of-the-pipe engineering focus to an integrated 
watershed approach to dealing with many pressing drinking water issues. There are 
many reasons for this failure, including: the lack of integration between the Clean 
Water Act and the Safe Drinking Water Act in both the policy and implementation 
arena, and at all levels of government; an institutional bias toward big pipe and 
plumbing projects and against incorporation and integration of green infrastructure, 
distributive and low impact development pollution prevention approaches; and fi- 
nally, an almost total freezing out of the tax-pa 3 dng and rate-paying public from the 
priority setting and approval process that determines which projects and approaches 
are funded and move forward. 

2. NECESSARY NEXT STEPS 

Below are some elements that Clean Water Action wants to be incorporated in 
any water infrastructure bill that moves forward this year: 

• Clean Water Action advocates that any new pot of dollars gets used pri- 
marily to deal with core water quality problems by being targeted: (1) to mod- 
ernize our water distribution system, and (2) to assist the move to modern- 
broad spectrum water treatment. But drinking water spending cannot be fo- 
cused just on the traditional modes and methods of end-of-the-pipe engineering 
solutions. Heretofore, 98 percent of water infrastructure funding has gone to 
brick and mortar projects. But the committee also needs to support those pollu- 
tion prevention measures that enhance the performance and cost effectiveness 
of needed traditional infrastructure investments. 

The committee needs to give the States the flexibility to invest in pollution 
prevention as part of an integrated core infrastructure package. Traditional 
“core” infrastructure needs can be mitigated by putting an emphasis on funding 
a combination of non-structural, preventive projects (green infrastructure), with 
innovative and alternative appropriate engineering strategies. When joined with 
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needed modernization of old, deca3dng and out of date treatment plants, and col- 
lection and distribution systems we will finally lay the foundation that will fore- 
stall the need for even more costly approaches and investments in the near fu- 
ture. 

Clean Water Action and the Clean Water Network and the Campaign for Safe 
and Affordable Drinking Water all stand behind the proposal to set aside a full 
10 percent of the Clean Water SRF to allow for these approaches and hope that 
subsequent versions of the S. 1961, or other bills, reflect this cost-effective pri- 
ority. 

• While S. 1961 proposes a substantial increase for the two water SRF ac- 
counts over the next 5 years, from $3 billion to $7 billion per year, the assump- 
tion of the bill is that the Federal role in funding water infrastructure ends 
after this injection of cash takes place. Clean Water Action appreciates the sub- 
stantial increased authorizations proposed in S. 1961 but challenges this com- 
mittee to set in place a permanent Clean Water Trust Fund and “polluter pays” 
funding mechanisms that will augment the funding burden which falls pri- 
marily on the small consumer and teixpaying public. 

• Clean Water Action seeks for Congress to inject more accountability along 
with more dollars into the SRF programs. Any reauthorization of the Clean 
Water and Safe Drinking Water SRF’s must incorporate mechanisms that en- 
sure open information and public involvement. Many communities don’t know 
how to access the SRF accounts; all too often it is the politically connected that 
are able to take away the dollars not those with the most pressing existing 
needs. Also, meanin^ul public participation in the decisionmaking process 
about which projects get funded is usually absent. S. 1961 makes a rhetorical 
nod toward fixing this problem but does not back up its rhetoric with meaning 
steps and measures that will turn this problem around. 

In addition environmentally sound principles for project design and siting 
should be observed. In many cases State NEPA — like procedures are not fol- 
lowed or do not include any real review by the public. With little oversight by 
USEPA and almost no public involvement in the intended use plans (lUPs) 
there is very little indication whether or not Federal dollars are supporting real 
public health, compliance or environmental needs. Effective public participation 
is the best way to ensure that environmental and fiscally sound choices are 
made. Ensuring such participation is the best way for Congress to protect and 
build support for its clean safe water investment. 

• One concern that makes the call for increased water infrastructure funding 
very urgent, and clearly marked as a Federal matter, is the growing perma- 
nence of a two-tier water infrastructure picture across the country. Both, big cit- 
ies that have lost much of their rate base while their infrastructure, beyond its 
useful life, deteriorates, and small systems that lack the necessary scale to 
spread out costs to install or maintain new technologies, are threatened to be 
left behind. Not only are millions of people’s health on the line, but the basic 
economy’s of many cities and whole regions of the country are put at risk. 

Clean Water Action believes that it should be made mandatory that priority 
be given to projects that help systems/communities with the greatest need based 
on affordability criteria. An example of this need can be seen in all the small 
communities where millions of American’s are currently drinking water with 
significant amounts of arsenic. The conundrum is clear, either we can help 
these communities with necessary funding and technical innovation support or 
we can bury our collective heads in the sand and just shift the standard until 
we ensure that most communities are in compliance. And the fact is that in 
Fallon, NV and in small communities like Fallon across the country, no matter 
how un-health protective the final arsenic standard is set, Fallon will still have 
to get the arsenic out of its water. That is why Clean Water Action supports 
efforts such as the Reid/Ensign Small Communities Safe Drinking Water Infra- 
structure Funding Act, S. 503. 

The intention of S. 1961 to help small communities, cities with declining and 
impoverished rate bases, and needy consumers, address affordability concerns 
is on the face of it evident. Clean Water Action thinks that the committee must 
revisit these provisions and consider a true grant program that supplements 
(not replaces) the existing loan program. The loans, which in fact act in part 
as grants, are a good base to start from, but more direct help is needed. Addi- 
tionally, Clean Water Action wants clarification as to how the low-income as- 
sistance program would work. 

• While Clean Water Action supports additional funding to address existing 
wastewater and drinking water needs we oppose using scarce Federal dollars 
to subsidize drinking water and waste water systems that support new sprawl 
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development. Core water infrastructure systems, most of which were built using 
taxpayer funds, are now in need of rehabilitation, replacement and repair. As 
we have said before, this is an investment in the future worth making to ensure 
that our lakes and streams are safe and support revitalization of our water- 
fronts and to provide safe drinking water throughout America. On the other 
hand funding should not be used to subsidize new systems (unless it can be 
shown that the new system would simply serve existing populations — new ca- 
pacity should not be subsidized). 

S. 1961 misses an opportunity to make sure that State SRF funds do not fun- 
nel scarce dollars to sprawl development. S. 1961 should clarify the “reasonable 
growth” loophole in the Safe Drinking Water Act (SDWA). Under the Drinking 
Water State Revolving Fund (DWSRF) it is left up to each State to determine 
some standard for defining “reasonable growth.” An uneven and all too flexible 
set of practices has sprung up among the States in some cases allowing for 
major diversion of funds into sparking sprawl development not for meeting ex- 
isting environmental and public health needs. On the clean water side the prob- 
lem is even more egregious. States with a much more elastic definition of “rea- 
sonable growth” are rewarded by EPA’s drinking water needs survey which is 
the basis for determining the allocation of the Federal drinking water infra- 
structure dollars to the States. Thus States that constrain the use of their dol- 
lars more narrowly to existing needs instead of growth lose out when it comes 
time for allocating the scarce DWSRF dollars. 

Even though the States must develop a priority list for doling out the Clean 
Water State Revolving Fund (CWSRF) dollars based on a clear set of public 
health and environmental criteria, the State has the right to ignore the priority 
list rankings altogether and fund whatever project it wants. S. 1961 should fix 
this unfair, dangerous and unaccountable loophole. This loophole, which is used 
heavily in some States, goes beyond needed flexibility and potentially under- 
mines the integrity of the CWSRF. 

• Clean Water Action is heartened by the restructuring and consolidation lan- 
guage contained in S. 1961 and feel that many drinking water problems of 
small systems could be solved by the taking of such measures. More should be 
done to insure that States are doing all they can to carry out such cost effective 
steps. 

Additionally, Clean Water Action believes that S. 1961 takes a good stab at 
extending SDWA capacity development principles over to the world of waste- 
water. However, S. 1961 does not do enough to limit Federal investment to 
those facilities that have the financial, technical and managerial capacity to en- 
sure compliance. Facilities which are in significant non-compliance, should only 
be allowed funding to restructure or consolidate to achieve compliance or where 
consolidation or restructuring is impossible, if the facility has made a good faith 
effort to comply and the facility is adhering to an enforceable compliance sched- 
ule, and the funding is necessary to avoid making water or sewer unaffordable 
to a significant portion of the facility’s retail customers. 

3. CONCLUSION 

Clean Water Action applauds the $35 billion 5-year authorization proposed in S. 
1961, the Water Investment Act of 2002. We also are heartened by proposed in- 
creased authorizations in Senator Reid’s “Small Community Drinking Water Fund- 
ing Act, S. 503; and, S. 252, Senator Voinovich’s bill. While there are many refine- 
ments and improvements to S. 1961 that Clean Water Action would like to see it 
is important that the final bill be both fair and clean. 

Make the Bill Fair — Keep the Bill Clean 

As S. 1961 moves forward from today, the key question for the Congress is how 
do we act in a way that invokes, to the maximum extent possible, water infrastruc- 
ture equity, affordability, and sustainability while meeting the triune goals of pre- 
serving the environment, enhancing the public’s health and helping to lay a new 
foundation for broad economic prosperity. How Congress disposes of this question 
is why Clean Water Action is at this table. We do not want this process to devolve 
into narrow interests fighting over turf. We are concerned about the possibility that 
this process might be used as a way to revisit important but contentious Clean 
Water Act and Safe Drinking Water Act reauthorization issues. Our approach, and 
we hope your approach, is to stick narrowly to the issues before us — to define what 
the needs are and to figure out how best we can collectively structure a new water 
infrastructure funding paradigm which meets the criteria and goals enumerated by 
Nancy Stoner of NRDC earlier. The environmental and consumer movements are 
united in their demand that any final water infrastructure legislation: 
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1. Substantially increases funding for State clean and safe drinking water 
funding projects. 

2. Provides significant incentives to States to direct more Clean Water SRF 
funds to nonpoint pollution and non-structural approaches, ensuring that (1) to- 
day’s greatest source of water pollution (nonpoint runoff) is addressed; and (2) 
that cost-effective “green infrastructure” solutions are used to repair and im- 
prove existing wastewater and drinking water systems. 

3. Ensures that SRF funds are not used to subsidize new sprawl development, 
but instead are used to repair and improve existing wastewater and drinking 
water systems. 

4. Funds SRF projects based on the States’ priority system ranking after mean- 
ingful public input, by closing the loophole (in the Clean Water SRF) that al- 
lows States to fund projects not on their own priority list. Also, tighten-up and 
make consistent the “reasonable growth” loophole in the Drinking Water SRF. 

5. Removes incentives for noncompliance with the Clean Water Act, to ensure 
that CWSRF funding is only going to utilities that are making efforts to come 
into compliance with the law. 

As the committee considers the myriad of policy options and funding levels, know 
that the American public is fully behind your effort to address this pressing prob- 
lem. Clean Water Action is heartened hy the introduction of the Water Investment 
Act of 2002, and other serious efforts introduced by Senators Reid and Voinovich. 
The emergence of the Senate’s bills and the hearings today and this Thursday are 
most encouraging. Let’s keep the bipartisan and interest group comity and pursue 
water infrastructure solutions that lay the foundation for clean and safe water for 
the next century to come. On the other hand, failure to move a clean and fair fund- 
ing bill will be a sure sign of Congress having failed the clean and safe water test. 
The time to act is now. 

Thank you for the opportunity to comment. I would be happy to entertain any 
question or concern. 


Statement of Bill Kukurin, Kukurin Contracting, Inc. of Export, PA 

Good morning, Mr. Chairman and distinguished members of the committee. My 
name is Bill Kukurin and I am president of Kukurin Contracting, Inc. located in 
Export, PA. On behalf of Associated Builders and Contractors (ABC), I would like 
to thank Chairman Jeffords, Ranking Member Smith and the members of the Sen- 
ate Committee on Public Works for providing me with this opportunity to discuss 
the Water Investment Act of 2002 and the important role it could play in improving 
our nation’s water quality and infrastructure. I will be summarizing my comments, 
but I would request that my full statement be submitted for the official record. 

For nearly 30 years, Kukurin Contracting, Inc. has been operating in Western 
Pennsylvania as a family owned and operated business. Kukurin Contracting, Inc. 
has 125 employees and focuses primarily on municipal work, specifically the con- 
struction and maintenance of water and sewer lines, pumping stations, water tanks, 
reservoirs and sewage treatment facilities. We have built our reputation through 
providing quality workmanship for our clients and safe, healthy worksites for our 
employees. In 1997 and 1999, Kukurin Contracting, Inc., was recognized by ABC 
National as one of the leaders in the construction industry and presented the an- 
nual Excellence in Construction Award for our work on the Long Run Sewage Re- 
tention Facility and the Plum Creek Sewage Retention Facility, respectively. 

Kukurin Contracting, Inc. has been a member of the Western Pennsylvania Chap- 
ter of ABC for 20 years. ABC is a national trade association representing more than 
23,000 merit shop contractors, subcontractors, materials suppliers and construction- 
related firms within a network of 82 chapters throughout the United States and 
Guam. Our diverse membership is bound by a shared commitment to the merit shop 
philosophy within the construction industry. This philosophy is based on the prin- 
ciples of full and open competition unfettered by the government, and non- 
discrimination based on labor affiliation and the awarding of construction contracts 
to the lowest responsible bidder, through open and competitive bidding. This process 
assures that taxpayers and consumers will receive the most for their construction 
dollar. With 80 percent of the nation’s construction workers choosing not to be rep- 
resented by a union, ABC is proud to be their voice. 

I would like to commend Chairman Jeffords and Senators Smith, Graham and 
Crapo for introducing S. 1961, the Water Investment Act of 2002. I also commend 
this committee for undertaking a comprehensive look at our nation’s water infra- 
structure needs. The costs of insufficient attention to clean water issues are indis- 
putable. Non-point source pollution, leaking toxics, stormwater run-off and coastal 
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pollution pose grave risks to water quality. Our nation’s water quality and “environ- 
mental” infrastructure could not be more vital to our health, safety and overall qual- 
ity of life. 

The Water Investment Act of 2002 would serve to ensure the environmental and 
financial sustainability of our nation’s water programs. The measure would author- 
ize the Clean Water and Safe Drinking Water State Revolving Loan Fund (SRF) 
Program at $35 billion over 5 years. The SRF program allows States to provide low- 
cost financing to communities for the construction, repair and rehabilitation of 
wastewater collection and treatment facilities. While this legislation seeks to pro- 
vide additional resources to States and localities to aid them in meeting water infra- 
structure needs and increased State flexibility to States in administering their 
water programs, the imposition of the Davis-Bacon Act to this vital program would 
negate many of these efforts. 

While ABC members have concerns regarding a number of wastewater needs, I 
will focus my comments today on funding for construction of wastewater treatment 
facilities and on the detrimental impact that the discriminatory and antiquated 
Davis-Bacon Act would have, if included in the legislation, on these vital projects. 

BACKGROUND 

Congress passed the first Federal Water Pollution Control Act, the Clean Water 
Act (CWA), in 1972, which linked the Federal Government with States and cities 
to clean up the country’s waters by funding projects for water supply and waste- 
water treatment. The Clean Water Act of 1987 phased-out the law’s construction 
grant program by the close of fiscal year 1990. It was replaced by a State Revolving- 
Loan Fund (SRF) to help finance clean water infrastructure projects. The SRF is 
a low-interest program by which States fund local wastewater treatment facilities 
and similar infrastructure. From fiscal year 1990 through fiscal year 2001, the EPA 
made available over $20 billion in grants to States. While this program has seen 
significant success, it is clear that to accommodate the nation’s growing population, 
meet new water quality standards and repair and upgrade aging facilities, much 
greater investments must be made. Estimates for future needs for clean water infra- 
structure are staggering-anywhere from $300 billion to $1 trillion over the next 20 
years. 

The commitment Congress made with the States beginning in 1972 to clean up 
the country’s waters by funding projects relating to water supply and wastewater 
treatment is responsible for the significant progress made in restoring the quality 
of our nation’s waters. When Congress decided to turn the program over to the 
States in the Water Quality Act of 1987, a schedule was set to phaseout direct 
grants for construction and provide seed money to the States to establish revolving 
loan funds. These funds would eventually become self-sustaining and fund the 
States’ wastewater treatment construction needs. 

All States have established the legal and procedural mechanisms to administer 
the new loan programs and are now eligible to receive State Revolving Fund (SRF) 
capitalization funds under title VI. 

Some with prior experience using similar financing programs moved quickly, 
while others had difficulty in making a transition from the previous grants program 
to the one that requires greater financial management expertise for all concerned. 
Moreover, many States have complained that the SRF program is unduly com- 
plicated by Federal Rules — some contained in the statute, others in EPA guidance- 
even though the States were intended to have greater flexibility. 

Small communities and States with large rural populations are having the largest 
share of problems with the SRF program. Many small towns did not participate in 
the previous grants program and consequently are likely to require major projects 
to achieve compliance with the law. Yet these communities often lack an industrial 
tax base and thus face the prospect of very high per capita user fees if their citizens 
are required to repay the full capital cost of sewage treatment projects. According 
to testimony from the General Accounting Office, SRFs will only meet about one- 
third of the States’ funding needs and will generally be unable to meet the needs 
of disadvantaged communities. States simply have not been provided enough time 
or seed money to sufficiently capitalize their revolving funds. There are many small 
communities that do not have the capital base necessary to support a State revolv- 
ing loan fund. 

ABC believes inadequate and insufficient wastewater facilities represent a large 
segment of clean water problems facing our nation today. It is imperative that the 
Federal Government immediately address our country’s need for clean water infra- 
structure investment. ABC is encouraged by the efforts being made by the Senate 
Environment and Public Works Committee and the House Transportation and Infra- 
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structure Committee and supports the arrangements being made for small commu- 
nities, such as modifying the procedural or repayment requirements of the SRF loan 
program. 

Combined sewer overflows (CSO) are an example of a significant problem in over 
a thousand cities nationwide. Billions of dollars are needed to clean up previously 
overlooked and outdated systems. Nearly 1,200 municipalities have combined sew- 
ers where domestic sanitary sewage, industrial wastes, infiltration from ground- 
water and stormwater runoff are collected and treated together. These systems 
serve approximately 40 million persons, mainly in older urban and coastal cities. 

Combined sewers are categorized as point sources under the Clean Water Act, yet 
they have not been considered a high regulatory or permitting priority for EPA or 
States. There are no express provisions in the Clean Water Act dealing with CSOs, 
except to the extent that they are subject to permit requirements and deadlines as 
are other point sources. The cost of controlling CSOs is potentially very high and 
local governments say that resources are not available for a program of that size. 
Conceivably, an extended program can also address improved drinking water filtra- 
tion or solid waste disposal facilities. ABC supports the idea of allowing localities 
greater flexibility to consider costs and site-specific factors when designing various 
wastewater-treatment facilitates. 

ABC also supports continued Federal funding to further capitalize State revolving 
funds for the construction of wastewater treatment facilities or environmental infra- 
structure projects. Clearly, our clean water needs are vast and the Federal Govern- 
ment must maintain a certain level of participation. Shifting resources to State re- 
volving funds to provide a self-sufficient program and stable revenue source is a pro- 
ductive use of Federal funds. Requirements for State revolving funds should be as 
uncomplicated as possible to facilitate an accessible and efficient program. 

Other forms of innovative financing and cooperative efforts will expand the power 
of Federal resources and should be encouraged. Privatization and public-private 
partnerships for example, are being used more frequently to augment Federal, State 
and local activities — and they work. These efforts bring experience, business savvy 
and financial strength of the private sector to government entities for the benefit 
of all. ABC supports the provision in S. 1971 that would allow private utilities to 
access Clean Water and Drinking Water SRFs. 

ABC urges Congress to rely on market incentives rather than pursuing taxes to 
induce environmental conformance. To that end, ABC commends the sponsors of the 
legislation for including a provision that encourages competitive bidding of all 
projects to help reduce overall project costs. In addition, any funding plan should 
consider that States would have to impose user fees to meet their share require- 
ments. 

Continued Federal funding is not a panacea. A long-term integrated plan that 
takes into account new environmental problems and establishes realistic and achiev- 
able clean water goals should be adopted. We also believe every State must develop 
an environmental needs inventory and strategy for the future to ensure efficient 
management of resources. 


DAVIS-BACON ACT 

ABC commends the sponsors of this vital legislation for not expanding burden- 
some Davis-Bacon Act requirements to the Clean Water and Safe Drinking Water 
State Revolving Funds. The SRF program has operated efficiently without Davis- 
Bacon since 1996, and ABC encourages the committee to continue to allow States 
and municipalities the flexibility to operate the SRFs without this expensive and 
discriminatory requirement. 

During this time of economic recession, while fighting a costly war on terrorism 
and facing a Federal budget deficit, any expansion of the Davis-Bacon Act would be 
fiscally irresponsible and unjustified. In an era of constrained resources, the pro- 
motion of higher Federal construction costs to the benefit of a few and to the det- 
riment of the American taxpayer can no longer be accepted. The Davis-Bacon Act 
unnecessarily raises the cost of Federal construction by an average of 5-15 percent 
and an enormous 25-38 percent in rural areas — where clean water infrastructure 
improvements are most desperately needed. This is a needless waste of taxpayer 
dollars and thwarts the progress of additional projects that could be built. 

Davis-Bacon is a relic of the infamous Jim Crow era. The law, enacted in 1931, 
was intended to prevent minority workers, mostly from the South, from competing 
with northern, mostly union construction firms for Federal contracts in the North. 
Conceived during a time of discrimination, the Act still has much the same effect 
today. Davis-Bacon disadvantages small, emerging and minority businesses. Davis- 
Bacon discourages many qualified small and minority-owned contractors from bid- 
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ding on public projects, because the complex and inefficient wage and work restric- 
tions make it nearly impossible for small businesses to compete with well-capital- 
ized corporations. To seek Davis-Bacon contracts, small and minority owned firms 
must not only pay the “prevailing wages” and adopt inefficient work practices and 
ri^d union-based job classifications, but also must expose themselves to huge com- 
pliance costs and burdensome paperwork regulations. As a result, few small and mi- 
nority firms win Davis-Bacon contracts, and many others give up trying. 

According to the Congressional Budget Office, repealing the Act would save tax- 
payers $10.5 billion over 10 years. Eliminating Davis-Bacon requirements would re- 
duce unnecessary Federal spending and guarantee more construction for the dollar 
for important public projects such as water infrastructure needs, schools, roads, 
bridges, low-income housing, hospitals and prisons. It would also remove barriers 
that preclude emerging businesses and entry-level workers (helpers) from working 
on public projects paid for with their own tax dollars. If funds wasted on Davis- 
Bacon wage rates were utilized in a more efficient manner, they could be put toward 
meeting our overwhelming national demand for environmental and infrastructure 
improvements. 

The Federal Davis-Bacon law hurts States and localities because its requirements 
are imposed even if the Federal Government contributes a minimal amount of 
funds. For example, the Federal Government could offer a small amount of money 
for a primary State, local or privately funded project, and the artificially inflated 
Davis-Bacon wage rate would have to be paid to all workers on that job. Often times 
these increased costs nullify the Federal contribution and States are better off not 
accepting Federal help. The Federal Government should not impose costly Davis- 
Bacon requirements on financially strapped State and local governments. 

Especially in the case of State revolving funds, where the Federal Government 
does not directly appropriate money for projects, Davis-Bacon requirements are not 
applicable. In the Clean Water Act of 1987, Davis-Bacon requirements sunset on all 
SRF assistance in fiscal year 1995, and has not applied to such funds since. This 
loan program, whereby the funds are repaid and then revolved, is no place for feder- 
ally mandated Davis-Bacon. 

Davis-Bacon violates States’ rights for those 20 States that have chosen not to 
have a State prevailing wage law because the wage mandates inflate construction 
costs. These States should not be saddled with the outdated Federal law, which 
serves as an expensive and burdensome “unfunded mandate” imposed on State and 
local governments. In fact, even States that have “little Davis-Bacon” laws have 
voiced their opposition to federally mandated Davis-Bacon on Clean Water Act SRF 
projects. When the building trades sued to re-impose Davis-Bacon on CWSRFs, 13 
States, 6 of which have their own State prevailing wage laws, formally wrote the 
ERA in opposition to the re-application of Federal Davis-Bacon requirements. 

CONCLUSION 

In conclusion, Mr. Chairman, ABC strongly supports the efforts being made by 
the Environment and Public Works Committee to ensure that our nation’s water 
quality is improved. ABC supports the Water Infrastructure Act of 2002 as currently 
written. We believe that with full funding and without any expansion of the Davis- 
Bacon Act our water infrastructure needs will begin to diminish and our nation’s 
water quality will dramatically improve. It is imperative to improve the efficiency 
of the State Revolving Loan Fund program by not imposing outdated and unneces- 
sary prescriptive administrative requirements the Federal Government places on 
municipalities, namely the Davis-Bacon Act. 

On behalf of Associated Builders and Contractors, I again want to thank you and 
the members of the committee for the opportunity to testify here today, and I will 
be happy to answer any questions you may have. 


Responses of Bill Kukurin to Additional Questions from Senator Smith 

Question 1. How does Pennsylvania’s Prevailing Wage Law restrict your business’ 
use of semi-skilled laborers or other trainees? 

Response. The Pennsylvania Prevailing Wage Law restricts a contractor’s use of 
semi-skilled laborers or other trainees in the following ways: 

1. Any contractor without union affiliation (which is more than 80 percent of the 
construction industry today) must develop and implement a complex and expensive 
State approved apprentice training program in order to hire individuals as semi- 
skilled workers or trainees and pay them the reduced rate. The labor unions have 
historically had strong apprenticeship programs but cannot train enough workers to 
support the entire construction industry. Most contractors do not have a State ap- 
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proved training program in place due to a variety of reasons. For example, State 
approved apprenticeship programs do not allow for task based training, which is 
more often found in open shop contracting training. Moreover, State approved pro- 
grams do not recognize “helpers”. As a result, the construction industry is losing 
youth to other technical trades. 

2. Separate apprentice programs must be in place for each trade on any given 
project (i.e. operating engineer, carpenter, skilled laborer). A trainee is not per- 
mitted to work on multiple trades at a trainee rate. Many of our skilled employees 
are multiple trade workers. These skilled workers could mentor a trainee, teaching 
several trades, if given the flexibility of working in any trade as a trainee. The State 
approved apprenticeship program does not allow this flexibility. 

Question 2. Can you also speak of some of the ways in which Davis Bacon inter- 
feres with your company’s efficiency and production? 

Response. Davis Bacon requires that a new hire learning a trade be paid the same 
rate as a skilled worker, but the contractor does not get the same labor production 
from a trainee. Without “helper” or “trainee” rates, it is not cost effective to hire 
a trainee. Most construction companies can only compete and remain productive by 
emplo 3 dng the highest skilled individuals. Skilled workers are very difficult to find 
and trainees are not as efficient and productive. The construction industry needs to 
continuously train new workers to be skilled workers and encourage more individ- 
uals to seek a career in construction. 

Davis Bacon does not allow a contractor to hire an unskilled worker at a lower 
rate and mentor and train that individual to become a skilled worker. Some say 
that contractors are looking for cheap labor. Contractors need the opportunity to pay 
an individual (in training) a lower rate while they receive on-the-job training to be- 
come a future journeyman. 

Under Davis Bacon, the both the contracting firm and the construction worker 
looking to gain invaluable experience, lose. In the private sector, helpers work under 
direct supervision of higher skilled, journey — level workers. They gain valuable en- 
trance into the industry, a well pa 3 dng job and on-the-job training. Despite the fact 
that helpers is not considered a “prevailing” practice, I can tell you that it is and 
it would be if not for Davis Bacon. A “helpers” classification would help create life- 
long learning opportunities in local communities. Helpers could help address the 
shortage of skilled workers, provide new jobs and cut government waste. 

Moreover, Davis Bacon is extremely rigid and ignores modern construction man- 
agement and classifies workers on an inflexible basis. These rigid job classifications 
hinders productivity by not allowing competent craftsmen to work across craft lines. 


Statement of Jim Barron, Ronkin Construction, National Utility 
Contractors Association 

INTRODUCTION 

The National Utility Contractors Association (NUCA) is a family of more than 
2,000 companies from across the nation that build, repair, and maintain water, 
wastewater, gas, electric, and telecommunications systems, and manufacture and 
supply necessary materials and services. 

Every day utility contractors witness the atrocious conditions of America’s failing 
wastewater infrastructure facilities that threaten our public health and the environ- 
ment. These conditions grow worse as Federal funding for clean water projects con- 
tinues to be woefully inadequate. On the job, utility contractors see firsthand the 
benefits of the Federal water programs like the Clean Water State Revolving Fund 
(SRF), an extremely effective financing program that provides the capital resources 
to build and rehabilitate this infrastructure. 

NUCA supports the Water Investment Act of 2002 (S 1961), which would increase 
resources provided to the Clean Water SRF and Drinking Water SRF programs that 
would boost State’s efforts to address the looming crisis facing America’s water and 
wastewater infrastructure. We applaud the Senate Environment and Public Works 
Committee for holding today’s hearing, and we hope to see quick action on this im- 
portant legislation. 


A VIEW FROM THE TRENCHES 

Last year, the American Society of Civil Engineers awarded the nation’s waste- 
water and drinking water categories “D” grades in their annual Report Card on 
America’s Infrastructure. Aging wastewater systems are failing in every State. Each 
year, 400,000 homeowners find sewage backing up in their basements. Another 
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40,000 municipal sanitary sewers overflow into the nation’s streets, waterways, and 
beaches, dumping potentially deadly pathogens. 

It is difficult to describe the appalling State of clean water infrastructure as util- 
ity contractors see it in the trenches, building and repairing America’s unglamorous 
but vital water infrastructure system. What is out of sight and out of mind to most 
people is clearly visible to utility contractors on a daily basis. In our work, it is not 
uncommon to find dilapidated pipes with gaping holes spilling raw sewage into the 
surrounding ground in residential neighborhoods. This leakage can go undetected 
for months, even years in some cases. To make matters worse, these conditions are 
often within yards of waterways where we fish, beaches where we swim, and play- 
grounds where our children play. 

The U.S. Environmental Protection Agency’s 1996 Clean Water Needs Survey Re- 
port to Congress placed a $139.5 billion price tag for 20-year capital investment 
needs for publicly owned wastewater treatment facilities. By March 1999, an EPA 
Needs Gap Study found that sanitary sewer overflow needs in the 1996 study were 
grossly underestimated. Originally estimated at a total $10.3 billion, sanitary sewer 
overflow needs are today estimated at $81.9 billion, bringing the total national 
wastewater infrastructure needs to more than $200 billion. Neither the $139.5 bil- 
lion nor the $200 billion EPA estimate reflects replacement costs. EPA now indi- 
cates that the current needs for water and wastewater infrastructure could exceed 
$500 billion. 

Independent studies report a $23 billion gap in Federal investment, and there are 
groups that claim that the current water and wastewater needs are approaching $1 
trillion over the next 20 years. However, NUCA believes that whether the needs are 
$200 billion or $1 trillion is not the key issue when recognizing the current Federal 
contribution to remedy this situation is continually less than 1 percent of the lowest 
needs estimate. The priority should be to provide increased resources immediately 
to begin closing this spending gap. 

CLEAN WATER STATE REVOLVING FUND 

The Clean Water State Revolving Fund (SRF) program is a pragmatic and cost- 
effective program that provides States with vital financial resources to address their 
wastewater infrastructure needs. It has been hailed as the most successful federally 
sponsored infrastructure-financing program in history. The SRF program plays a 
key role in enhancing public health and safety, protecting the environment, and 
maintaining a strong economic base. It increases labor productivity, creates jobs, re- 
habilitates old neighborhoods, restores brownfields properties, and ensures the 
availability of recreational use of our waterways and shorelines. 

Congress annually capitalizes each State’s revolving fund programs, and loans are 
made to local communities to be paid back over time, at a low interest rate. The 
money paid back to the fund “revolves,” and is available to loan out to other commu- 
nities, thus sustaining the money for future projects. 

Besides serving as the key mechanism to finance water infrastructure installation 
and rehabilitation projects, the SRF creates scores of jobs for American workers. Up 
to 55,000 jobs are created with every $1 billion of Federal capitalization in the 
Clean Water SRF program. Recent research conducted by the Association of State 
and Interstate Water Pollution Control Administrators suggests that several billion 
dollars of Federal resources for Clean Water projects could put hundreds of thou- 
sands of Americans to work in the near future. This work will have a ripple effect, 
multiplying project funding through the economy. Rehabilitation of key infrastruc- 
ture brings revitalized communities and opportunities for future business and in- 
vestment. Thus, increasing SRF funding will provide economic stimulus in the short 
term as well as the long term at a time when America needs all the jobs it can get. 

Authorization for the Clean Water SRF lapsed in 1994, but because of its effec- 
tiveness, Congress has continued to fund the program every year through the an- 
nual appropriations process. The 15-year performance record of the SRF has been 
spectacular. Federal capitalization grants totaling approximately $18 billion have le- 
veraged capital to more than $34 billion in perpetuity loans that are continually re- 
distributed. When authorization expired, appropriations were just over the $2-billion 
mark. However, that level has dropped to $1.35 billion, which has been the amount 
provided in the last few years. 


EVOLVING LEGISLATION 

For the past several years, NUCA has worked with Senator George Voinovich (R- 
Ohio) to gain support for tbe Clean Water Infrastructure Financing Act (S 252), 
which would reauthorize the Clean Water SRF at $3 billion per year for 5 years. 
Similar legislation in the House (HR 668) gained the bipartisan support of more 
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than 100 cosponsors from over 30 States. NUCA is very pleased that the EPW Com- 
mittee has incorporated all key components of the Voinovich bill into S. 1961, which 
will authorize $20 billion to the Clean Water SRF program over 5 years and $15 
billion to the Drinking Water SRF program over the same period for a total of $36 
billion toward refurbishing our water and wastewater infrastructure. NUCA ap- 
plauds the Senate EPW Committee for incorporating the fundamental elements of 
S. 252 into the Water Investment Act of 2002. 

In addition to the substantial funding increases authorized for water and waste- 
water infrastructure projects, S. 1961 would modernize the Clean Water SRF to en- 
sure that funds better address State needs, expand the eligibility for SRF projects, 
streamline State programs to maximize use of Federal funds, and provide for addi- 
tional assistance to disadvantaged communities. 

The committee’s comprehensive legislation would increase the SRFs’ operational 
effectiveness by allowing States to operate their Drinking Water and Clean Water 
SRF programs in a more similar fashion. Water and wastewater infrastructure man- 
agement is, and should continue to be, a State function. Federal resources should 
be allocated to assist the States without getting in the way of SRF program man- 
agers who know the best ways to operate their unique systems. 

CONCERNS 

While NUCA fully supports the intent of this legislation, NUCA is concerned with 
certain parts of the “community development” provision in Sec. 103 of Title I. While 
coordination and consultation with land use officials is appropriate, we are con- 
cerned that requiring substantial coordination may obstruct and delay the progress 
of many necessary water and wastewater installation and rehabilitation projects. 

NUCA is in full support of the concept of quality growth. NUCA is a member of 
the Quality Growth Coalition, and participated in the development of “Building Bet- 
ter Communities: Quality Growth Toolkit,” a document designed to help citizens, 
civic leaders, and elected officials identify effective, common-sense solutions to traf- 
fic congestion, overcrowding in schools, and management issues regarding future de- 
velopment. NUCA believes that maintaining communications with State and local 
land use officials is beneficial in any infrastructure rehabilitation program to ensure 
consideration of the concerns and perspectives of local communities. However, con- 
trary to the opinions of certain environmental organizations, water and wastewater 
treatment work is not a catalyst for what is known as “sprawl.” These projects are 
fundamental to ensure the safety and viability of these communities. NUCA sug- 
gests the committee clarify the “community development” provision in Sec. 103 to 
require “coordination and consultation” and not approval of water projects by land 
use officials. 

Another concern NUCA has pertains to the assumption that only five more years 
of Federal investment will eliminate the need for future funding. The SRF origi- 
nated as a way of moving away from costly and politicized construction grants. The 
objective was to build the SRF over time until it reached self-sustainability. The 
plan for this investment was to help service providers to gain solid financial footing, 
after which fees would be sufficient to cover costs. However, this has not come to 
pass, and current conditions indicate that the objective of financial self-sufficiency 
is far from a reality. This is especially true when recognizing that needs estimates 
nationwide are skyrocketing. NUCA commends the EPW Committee for it’s commit- 
ment to increasing funding to address this environmental problem, but we believe 
some form of Federal financial support will be essential in the future to ensure the 
availability of safe and clean water. 

THE DAVIS-BACON ISSUE 

For the past several years, the main issue that has prevented some Members of 
Congress from co-sponsoring SRF reauthorization legislation was the application of 
prevailing wage requirements under the Davis-Bacon Act, which requires that local 
prevailing wages be paid on all Federal construction projects valued over $2,000. 
While collective bargaining and wage determination are important aspects of the 
construction bidding process, the issue of Davis-Bacon coverage should not delay or 
block legislation that will increase the resources that fund clean water projects. 

NUCA supported the Voinovich legislation (S. 252), which would have restored 
Davis-Bacon coverage for the first round of Clean Water SRF funding, leaving cov- 
erage of subsequent rounds to the discretion of the States. This was the way Davis- 
Bacon applied to the SRF before authorization expired in 1994. S. 252 would have 
restored Davis-Bacon provisions, but would have limited them to the first round of 
funding. NUCA believes that this was a middle of the road solution that many mem- 
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bers on both sides could agree on, and it seemed like the only compromise that could 
move the bill forward. 

Opponents of the Davis-Bacon Act argue that the Depression-era law is no longer 
relevant in today’s construction market. They say Davis-Bacon requirements force 
employers to pay higher wages for specific crafts, regardless of the workers’ skill 
level in that craft, which can lead to reductions in productivity and inflated costs. 
Some say the requirements can also hurt small businesses that can’t keep up with 
the complex work rules on Federal projects. Opponents generally believe the free 
market and competition should determine wages, not the Federal Government. 

Advocates of Davis-Bacon believe the requirements provide a level playing field, 
and ensures fairness to workers on Federal construction projects. They maintain 
that Davis-Bacon requirements provide for community standards for workers, and 
avoid pay discrimination based on religion, sex, race, etc. 

Since Clean Water SRF authorization lapsed in 1994, Federal Davis-Bacon re- 
quirements have not accompanied appropriations to the SRF program. In June of 
2000, ERA issued a settlement agreement with the AFL-CIO’s Building and Con- 
struction Trades Division (Building Trades), agreeing to restore Davis-Bacon re- 
quirements in the same manner as they were applied to SRF projects before the pro- 
gram’s authorization expired in 1994. This would apply Davis-Bacon to the first 
round of Federal funding, leaving subsequent rounds to States’ discretion. The 
Building Trades argued that Davis-Bacon requirements should have applied to SRF 
projects as Federal money was appropriated to the SRF program. Although ERA 
previously ruled that Davis-Bacon requirements did not apply to SRF projects after 
reauthorization expired, ERA later announced that prevailing wage rate require- 
ments should continue to apply regardless of reauthorization. The agreement was 
to begin in January 2001, but the Bush Administration has suspended the imple- 
mentation of the settlement’s provisions, which have been under review ever since. 

Thirty-one States have Davis-Bacon coverage at the State level. It seems to us 
that Federal Davis-Bacon coverage should only be an issue for the 19 “right-to- 
work” States that do not cover Davis-Bacon at the State level. Many of NUCA’s con- 
struction company members, union and open shop, will tell you that the current con- 
struction industry labor shortage, across-the-board drug testing, and technical 
know-how warrant employers to pay higher wages regardless of Davis-Bacon re- 
quirements. If construction companies want the workers, they must pay prevailing 
wages, or more in some cases. This is dictated by the free-market, not by Federal 
or State requirements. Others will tell you that Davis-Bacon stabilizes the construc- 
tion market by making wage determination easier during the bidding process. Rath- 
er than haggle over wage rates for different job functions, employers simply pay the 
prevailing wage. 

The bottom line is that only time and extensive debate will resolve the Davis- 
Bacon issue, and time is something that we cannot afford when it comes to the prob- 
lem with our wastewater and drinking water infrastructure. While our nation’s 
elected officials argue about wage determination, our nations infrastructure deterio- 
rates and the infrastructure crisis continues to grow. 

CONCLUSION 

Over the years, the annual Federal investment in the Clean Water SRF Rrogram 
has been cut in half, yet there remain thousands of miles of barely functioning 
sewer pipelines that are leaking raw sewage into underground aquifers daily. 

A few years ago. Congress passed the Transportation Equity Act for the 21st Cen- 
tury, or TEA-21. The legislation provided a blueprint for development and mainte- 
nance of America’s highways and roads. TEA-2 1 has paid off, and Congress is to 
be commended for its investment in the nation’s roadways. Now it’s time to focus 
on what is underneath the roads. The underground water infrastructure is literally 
falling apart as we speak. 

The math is simple. The past several years have shown a decline in Federal in- 
vestment in ensuring the resources to maintain our wastewater and drinking water 
infrastructure. At the same time, while the existing infrastructure continues to age, 
failure rates continue to grow, as the declining investment is not able to keep up 
with the aging pipes. This has created a major financial gap that will only get worse 
if a firm commitment is not made and continual Federal resources are not provided 
to needy communities. 

Reople understand that their quality of life is linked to water quality and the col- 
lection and treatment of wastewater. The SRFs have become increasingly efficient 
and effective, but need more resources. Sufficient Federal seed money must be in- 
vested to ensure that human and environmental costs of the multi-billion dollar 
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funding gap are prevented. The provisions in S. 1961 would be a huge step in that 
direction. 


Statement of Tekry R. Yellig on Behalf of the Building and Construction 
Trades Department, AFL-CIO 

My name is Terry R. Yellig, and I am testifying on behalf of the 14 affiliated 
unions that comprise the Building & Construction Trades Department of the AFI^ 
CIO and the millions of skilled construction workers who they represent. We com- 
mend Chairmen Graham and Jeffords, as well as Senators Crapo and Smith, for in- 
troducing S. 1961, the Water Investment Act of 2002, which would authorize $36 
billion over five (5) years for investment in America’s clean water and safe drinking 
water infrastructure. 

Authorization of funds of this magnitude is a critically important first-step in 
meeting the well-documented water infrastructure needs throughout this country. 
Various governmental entities, as well as private groups, have documented the hun- 
dreds of billions of dollars of water infrastructure needs facing our nation. EPA Ad- 
ministrator Christine Todd Whitman testified before this committee that estimated 
water infrastructure needs could total as much as a “trillion dollars.” As we all 
know, recent appropriations have only provided approximately $2 billion per year 
worth of the nation’s clean water and safe drinking water infrastructure needs. 
These are woefully inadequate amounts ^ven the acknowledged needs assessments. 
That is why we are encouraged by the introduction of S. 1961, the Water Invest- 
ment Act, and view it as an important congressional statement that begins seriously 
to address the water needs of America. 

Notwithstanding, the building and construction trade unions strongly feel that 
more should be done at the Federal level to address our massive water infrastruc- 
ture needs. We recognize the constraints that looming Federal budget deficits im- 
pose on Federal infrastructure programs, especially on those without dedicated rev- 
enue streams such as those that fund the Highway and Aviation Trust Funds. Nev- 
ertheless, our nation’s water needs demand a broader based Federal commitment. 

Investment in critical water infrastructure by the Federal Government is as im- 
portant to our country’s economic well being as investment in our highways, transit 
systems and airports. From our perspective, significant Federal infrastructure in- 
vestment is the predicate to, and the catalyst for, long-term economic growth and 
vitality. Robust economic growth will be stymied without sufficient investment in 
new and improved wastewater treatment facilities, as well as an abundant supply 
of safe drinking water and the systems to deliver it. 

Given enactment in recent years of legislation addressing significant surface 
transportation and aviation infrastructure issues facing this country, we strongly 
urge the committee to take a long hard look at authorizing even higher levels of 
spending in S. 1961 in order to bring investment levels up to the $50 billion to $60 
billion level over the next 5-year authorization period. 

Clearly the needs are there. We call to the committee’s attention the persuasive 
needs assessment report, “Water Infrastructure Now,” prepared by the Water Infra- 
structure Network (“WIN”), a broad-based coalition of locally elected officials, drink- 
ing water and waste water service providers, contractors and engineers, environ- 
mentalists and key building trade unions. This report makes a compelling case for 
a $57 billion investment program over a typical 5-year authorization cycle. 

Many of the witnesses at this and other hearings this committee has scheduled 
will discuss a variety of discreet policy issues pertaining to various aspects of S. 
1961, and other important pieces of water legislation such as Senator Voinovich’s 
bill to reauthorize the Clean Water Act State revolving loan fund program, S. 252. 
As building and construction trades unions, we pledge our support to moving water 
infrastructure legislation through Congress that authorizes as much funding for 
clean water and safe drinking water as possible. 

One of our primary responsibilities as building and construction trades unions is 
to provide the skilled manpower necessary to address this country’s water infra- 
structure needs under whichever legislative framework Congress enacts into law. 

From heavy equipment operators to laborers, from ironworkers to carpenters, 
bricklayers and cement masons, we are prepared to provide the skilled craft workers 
who will build the water infrastructure projects authorized by S. 1961 in a timely, 
efficient and safe manner. 

As we stated earlier, the magnitude of this country’s water infrastructure needs 
is such that Congress needs to authorize higher funding levels that will enable State 
and local water authorities seriously to begin addressing this problem within a rea- 
sonable timeframe. In addition to the various other policy considerations in this leg- 



145 


islation, it obviously would create tens of thousands of jobs and provide real eco- 
nomic stimulus to this country’s economy. In our judgment, there is no better eco- 
nomic stimulus than to put paychecks into the hands of the American workers, con- 
tractors and suppliers who will build this country’s water infrastructure. 

We are also concerned about the labor standards that will be applicable to con- 
struction workers employed on federally assisted water infrastructure projects. Spe- 
cifically, we respectfully urge this committee to take steps necessary to insure that 
Davis-Bacon prevailing wages are paid on all such projects assisted under the Clean 
Water and Safe Drinking Water Acts. 

As many members of this committee are well aware, for 71 years Congress has 
consistently applied the Davis-Bacon prevailing wage requirements to Federal infra- 
structure programs regardless of whether it was under Democratic or Republican 
control, or whether there was a Democratic or Republican Administration in the 
White House. 

The original policy of the Davis-Bacon Act was to acknowledge the potentially dis- 
ruptive impact of Federal construction programs on local construction markets. Ac- 
cordingly, the public policy interest set forth repeatedly by Congress in more than 
60 Federal statutes over the past 71 years has been to require contractors working 
on federally assisted construction programs to pay locally prevailing wages as deter- 
mined by the U.S. Department of labor. 

In recent years, as Congress has considered using a variety of so-called innovative 
financing mechanisms such as revolving loan fund programs, credit enhancement 
programs, and loan guarantee programs, all of which are intended to leverage lim- 
ited Federal capital for maximum public benefit, as well as more traditional Federal 
grant programs, it has steadfastly continued to apply complete and comprehensive 
Davis-Bacon prevailing wage coverage to these programs. 

In fact. Congress included comprehensive Davis-Bacon prevailing wage require- 
ments in the Clean Water Act in 1972 and in the original Safe Drinking Water Act 
in 1974. However, the 1987 Water Quality Act shifted Federal support for water 
treatment projects under the Clean Water Act from a program of direct Federal 
grants to a program of Federal capitalization ^ants to support State Revolving 
Loan Funds (“SRF”) with the intention of phasing out the Federal capitalization 
grant program by the end of fiscal year 1994. 

Notwithstanding Congress’ expectation that State Revolving Funds would become 
completely self sufficient by fiscal year 1995, they were not. On the contrary. Con- 
gress has continued to appropriate funds for new Federal capitalization grants to 
the States every year since fiscal year 1995. Moreover, after enactment of the 1987 
Water Quality Act, the Administrator of the Department of Labor’s Wage and Hour 
Division concluded that, under newly enacted § 602(b)(6) of the Clean Water Act, the 
Davis-Bacon prevailing wage requirement did not apply to “state matching funds re- 
quired to be contributed into the SRF, moneys repaid to the SRF, or other moneys.” 

Under this interpretation, the first time State Revolving Funds provided assist- 
ance that is supported by Federal capitalization grant funds to help finance con- 
struction of a water treatment project, the Davis-Bacon requirement was applied; 
however, when the assistance was repaid to the State Revolving Fund and then “re- 
cycled” to assist construction of another water treatment project, according to DOL 
and ERA, Davis-Bacon prevailing wage requirements would not apply. 

This interpretation would, in the long-term, undermine the longstanding policy of 
assuring that all workers on projects supported by Clean Water Act grants are paid 
not less than the prevailing wage. This committee attempted to set ERA and DOL 
straight on this issue in 1994 when it reported S. 2093, the Water Rollution Rreven- 
tion and Control Act, which stated, among other things, that the Davis-Bacon pre- 
vailing wage requirement in the Clean Water Act applies to any project assisted by 
a loan or other type of assistance given by a State Revolving Fund, including 
projects assisted by recycled funds. 

Unfortunately, the full Senate failed to take action on S. 2093. 

In addition, § 602(b)(6) of the CWA currently provides that the Davis-Bacon pre- 
vailing wage requirement only applies to construction of water treatment works 
projects financed by Federal funds made directly available to State Revolving Funds 
that began before the end of fiscal year 1994. Notwithstanding continuation of Fed- 
eral financial assistance to the State Revolving Funds, ERA says that the Davis- 
Bacon prevailing wage requirement no longer applies even to construction of water 
treatment projects financed in whole or in part with funds directly made available 
through Federal capitalization grants, because of the language in § 602(b)(6) of the 
Clean Water Act. 

Accordingly, it is necessary to amend § 602(b)(6) of the CWA so that the Davis- 
Bacon prevailing wage requirement applies to construction of all water treatment 
projects assisted in whole or in part by SRFs with Federal funds, including those 
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supported by funds directly made available through Federal capitalization grants 
and those supported by “recycled” Federal funds. 

Similarly, the Safe Drinking Water Act includes a broadly worded provision that 
directs the EPA Administrator to “take such action as may be necessary to assure 
compliance with provisions of the [Davis-Bacon Act].” In 1994, the Senate passed, 
but the House failed to act on the Safe Drinking Water Act amendments that, 
among other things, would have encouraged States to create revolving loan funds 
for drinking water projects funded by Federal capitalization grants to finance loans 
and other types of financial assistance to public water systems. 

The proposed 1994 Act anticipated that, like the SRF program created in the 
Clean Water Act, as the loans and other types of financial assistance were repaid, 
the revolving loan fund would be replenished, and new loans and other types of fi- 
nancial assistance could be made for other eligible drinking water projects. The pro- 
posed 1994 Act included an additional Davis-Bacon labor standards provision that 
clearly applied Federal prevailing wage requirements to laborers and mechanics em- 
ployed on projects assisted by State Revolving Loan Funds, including any assistance 
financed by repayments to the SRF. 

Subsequently, Congress enacted the Safe Drinking Water Act Amendments of 
1996, which finally created a State Revolving Fund program that provides annual 
capitalization grants to each State in order to fund a State Revolving Fund that pro- 
vides financial assistance to local agencies to facilitate compliance with EPA’s Na- 
tional primary drinking water standards. The Safe Drinking Water Act Amend- 
ments of 1996 did not, like the 1994 bill that passed the Senate but was not acted 
upon by the House, include a separate Davis-Bacon provision. 

There was no attempt to add a Davis-Bacon provision to the 1996 Act, because 
it was my opinion as Counsel to the Building and Construction Trades Department 
that the Davis-Bacon provision already in the Safe Drinking Water Act was suffi- 
ciently broad to cover all construction projects supported by State Revolving Funds 
with funds directly made available from Federal capitalization grants or with “recy- 
cled” funds made available by repayment of Federal capitalization grant funds. 

However, contrary to the EPA Administrator’s obligation under the Act to “take 
such action as may be necessary to assure compliance with provisions of the [Davis- 
Bacon Act],” she now claims that the Davis-Bacon prevailing wage requirement in 
the Safe Drinking Water Act does not apply to any construction projects supported 
by State Revolving Funds. Accordingly, the Davis-Bacon prevailing wage require- 
ment in the Safe Drinking Water Act must be amended to make it clear that Davis- 
Bacon requirements apply to all construction projects supported by SRFs whether 
with funds directly made available from Federal capitalization grants or with “recy- 
cled” funds made available by repayment of Federal capitalization grant funds. 

To fail to provide full Davis-Bacon coverage of water infrastructure projects as- 
sisted by State Revolving Funds under both the Clean Water Act and the Safe 
Drinking Water Act would, in our opinion, result in the piecemeal repeal of Davis- 
Bacon prevailing wages on a major Federal construction program contrary to con- 
gressional intent in the original Clean Water and Safe Drinking Water Acts, not to 
mention the other 60 or so Federal statutes that have extended Federal prevailing 
wage requirements to a myriad of other federally assisted construction programs. 

We again commend the committee for coming to grips with our significant clean 
water and safe drinking water infrastructure needs, and we look forward to working 
with Senators on both sides of the aisle as the process moves forward. 


Statement of the American Society of Civil Engineers 

Mr. Chairman and members of the committee: 

The American Society of Civil Engineers (ASCE) is pleased to provide this state- 
ment for the record on the drinking-water and wastewater infrastructure needs in 
the United States today and on the bill S. 1961, the Wastewater Investment Act 
of 2002. 

ASCE was founded in 1852 and is the country’s oldest national civil engineering 
organization. It represents more than 125,000 civil engineers in private practice, 
government, industry and academia who are dedicated to the advancement of the 
science and profession of civil engineering. ASCE is a 601(c)(3) non-profit edu- 
cational and professional society. 

executive summary 

ASCE is pleased to support passage of S. 1961, the Water Investment Act of 2002. 
The proposed funding levels in the bill are a far-sighted, responsible attempt to re- 
build the nation’s aging and corroded wastewater and drinking-water facilities and 
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to upgrade their performance to meet the nation’s health and security needs in the 
21st century. 


I. THE ISSUE 

In March 2001, ASCE released its 2001 Report Card for America’s Infrastructure 
in which the nation’s life-sustaining foundation received a cumulative grade of “Ds-” 
in 12 critical areas. The reasons for such a dismal grade include the growing obso- 
lescence of an aging system; local political opposition and red tape that st3Tnie the 
development of effective solutions; and an explosive population growth in the past 
decade that has outpaced the rate and impact of current investment and mainte- 
nance efforts. 

The 2001 Report Card follows one released in 1998, at which time the 10 infra- 
structure categories rated were given an average grade of “D.” This year wastewater 
declined from a “D+” to a D,” while drinking water remained a “D.” Wastewater and 
drinking-water systems are both quintessential examples of aged systems that need 
to be updated. 

We know, of course, that the Federal budget condition is less healthy now than 
it was in early 2001. When the Report Card was issued, the nation anticipated 
budget surpluses well into the future. The Congressional Budget Office (CBO) pro- 
jected in January 2001 that, if the tax and spending policies then in effect remained 
the same, the government would run surpluses totaling more than $5.6 trillion over 
the 10-year period from 2002 through 2011. CBO revised those projections in Au- 
gust, reducing the 10-year surplus to $3.4 trillion. 

But in January 2002 CBO estimated that the cumulative surplus for 2002 
through 2011 under current policies would total $1.6 trillion — a drop of $4 trillion 
from last January’s figure. More significantly, if current tax and spending policies 
remain in place, the total budget will show a deficit of $21 billion in 2002 and $14 
billion in 2003, according to CBO. Indeed, total Federal receipts in the first 4 
months of fiscal year 2002 were down by $11 billion (1.6 percent) compared with 
the same period a year ago. 

ASCE is well aware of the fiscal quandary that Congress must resolve. These 
short-term budget realities, however, should not blind Congress to the enduring 
need for a strong Federal investment in public health and in the security and sta- 
bility of the nation’s wastewater and drinking-water infrastructure. Naturally the 
Federal Government cannot overcome these problems without help. To remedy the 
current nationwide infrastructure problem, ASCE estimates we will need to invest 
$ 1.3 trillion in all U.S. infrastructure over the next 5 years. This unprecedented 
need must be met by all levels of government — Federal, State and local — as well as 
the private sector. 


II. DRINKING-WATER INFRASTRUCTURE NEEDS 

The nation’s 54,000 drinking water systems face staggering infrastructure funding 
needs over the next 20 years. Although America spends billions on infrastructure 
each year, we estimate that drinking-water systems face an annual shortfall of at 
least $11 billion to replace aging facilities that are near the end of their useful life 
and to comply with existing and future Federal water regulations. The shortfall does 
not account for any growth in the demand for drinking-water over the next 20 years. 

Although the Safe Drinking Water Act Amendments of 1996 (SDWA) authorized 
the Environmental Protection Agency (EPA) to spend $1 billion annually to con- 
struct and repair drinking water facilities. Congress has failed to appropriate the 
full amount. In fiscal year 2002, the appropriated amount is $825 million. The total 
appropriated, which represents 82.5 percent of the $1 billion authorized level, is at 
the same level as the fiscal year 2001 appropriation and equals less than 10 percent 
of the total amount needed this year. 

In January 1997, EPA presented to Congress the first drinking-water needs sur- 
vey that indicated the nation’s 54,000 community water systems will need to invest 
$138.4 billion over the next 20 years to install, upgrade, or replace infrastructure 
to ensure the provision of safe drinking-water to these systems’ 243 million cus- 
tomers. 

But the most recent study by the EPA reveals that the need is even greater. In 
1999, the Agency conducted the second Drinking Water Infrastructure Needs Sur- 
vey. The purpose of the survey is to document the 20-year capital investment needs 
of public water systems that are eligible to receive Drinking Water State Revolving 
Fund (SRF) moneys. 


1 American Society of Civil engineers, the 2001 Report Card for America’s Infrastructure 
(2001), http:! / www.asce.org ! reportcard. 
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The survey found that the total drinking-water infrastructure need nationwide is 
$150.9 billion for the 20-year period from January 1999 through December 2018. 

Of course, notwithstanding the great need for further investment in replacement 
pipes and related infrastructure, we as a nation are making great strides in improv- 
ing the quality of our drinking-water. 

Health-based violations of Federal drinking-water standards are declining stead- 
ily, according to data from the EPA. In 1993, 79 percent of Americans were served 
by water systems that did not experience health-based violations. By 2000, that 
number rose to 91 percent. 

Nevertheless, without a significantly enhanced Federal role in providing assist- 
ance to drinking water infrastructure, critical investments will not occur. Possible 
solutions include grants, trust funds, loans, and incentives for private investment. 
The question is not whether the Federal Government should take more responsi- 
bility for drinking-water improvements, but how. 

III. WASTEWATER INFRASTRUCTURE NEEDS 

Although the Federal Government has spent more than $71 billion on wastewater 
treatment programs since 1973, the nation’s 16,000 wastewater systems still face 
enormous infrastructure funding needs in the next 20 years to replace pipes and 
other constructed facilities that have exceeded their design life. Congress, however, 
has not authorized new funding for wastewater treatment plants since 1987, and 
the current benchmark authorization of $600 million (established for fiscal year 
1994 in 1987) is far too low to meet current needs. 

With billions being spent yearly for wastewater infrastructure, the systems face 
a shortfall of at least $12 billion annually to replace aging facilities and comply with 
existing and future Federal water regulations. As with drinking-water needs, this 
total does not account for any growth in demand from new systems. 

Funding for wastewater infrastructure has remained essentially flat for a decade. 
In Fiscal Year 2002, Congress appropriated $1.35 billion for wastewater infrastruc- 
ture, the same appropriation as fiscal year 2001. The amount represents about 11 
percent of the annual need nationally. Requirements for communities that have not 
yet achieved secondary treatment or must upgrade existing facilities remain very 
high: $126 billion nationwide is required by 2016, according to the most recent esti- 
mate by the EPA. 

The largest need, $45 billion, is for projects to control combined sewer overflows. 
The second largest category of needs, at $27 billion, is for new or improved sec- 
ondary treatment (the basic statutory requirement of the Clean Water Act). In addi- 
tion to costs documented by EPA, States estimate an additional $34 billion in waste- 
water treatment needs for projects that do not meet EPA documentation criteria 
but, nevertheless, represent a potential demand on State resources. 

Between 35 percent and 45 percent of U.S. surface waters do not meet current 
water-quality standards. According to the EPA, sewer overflows are a chronic and 
growing problem. Many of the nation’s urban sewage collection systems are aging; 
some sewers are 100 years old. Many systems have not received the essential main- 
tenance and repairs necessary to keep them working properly. 

IV. THE WATER INVESTMENT ACT OF 2002 (S. 1961) 

The Water Investment Act of 2002 (S. 1961) would amend and reauthorize the 
Clean Water Act and the Safe Drinking Water Act to provide substantially greater 
funding for wastewater and drinking-water facilities. 

The bill is intended to modernize State water pollution control revolving funds 
and the allocation for those funds to ensure that the funds distributed reflect water 
quality need; to streamline State water pollution control assistance programs and 
State drinking-water treatment assistance programs to maximize the use of Federal 
funds and encourage maximum efficiency for States and localities; to provide addi- 
tional structure to the water supply research conducted in the United States; and 
to ensure that the Federal Government is performing the appropriate role in ana- 
lyzing regional and national water supply trends. 

The bill would authorize funding of $35 billion over 5 years. It would authorize 
more than $20 billion for clean water and $15 billion for safe drinking water 
projects, respectively. There are provisions for the Clean Water Act and the Safe 
Drinking Water Act that are designed to help water utilities better manage their 
capital investments using asset management plans, rate structures that account for 
capital replacement costs, and other financial management techniques. 

In addition, there are provisions that seek to ensure that the “next generation” 
of water-quality issues receives a major focus. The bill includes incentives for use 
of non-structural technologies. The bill would make these approaches eligible to re- 
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ceive funding under the Clean Water Act State Revolving Fund and require that re- 
cipients of funds consider the use of low-impact technologies. Moreover, it would au- 
thorize a demonstration program at $20 million per year over 5 years to promote 
innovations in technology and alternative approaches to water quality management 
and water supply. This program requires that a portion of the projects use low-im- 
pact development technologies. 

V. RECOMMENDED IMPROVEMENTS TO S. 1961 

The Water Investment Act of 2002 could be amended to enhance its effectiveness 
and improve on its ability to build modern wastewater and drinking-water facilities 
and protect national security. ASCE strongly encourages the committee to adopt the 
following provisions to S. 1961 as it deliberates the legislation: 

• The bill should give a State the discretion to use the design-build project de- 
livery method for each facility financed under the SRFs. The use of this method 
should be consistent with State law. Once a State decides that the design-build 
project delivery system is appropriate for a given project, the recipient should 
be required to the use of the two-phase competitive source-selection procedures 
authorized under section 303M of the Federal Property and Administrative 
Services Act of 1949. 

• The bill should require that each contract and subcontract for architectural 
and engineering design services, program and construction management and 
other professional services should be awarded in the same manner as contracts 
that are awarded under title IX of the Federal Property and Administrative 
Services Act of 1949. 

• The bill should expressly authorize the Environmental Protection Agency to 
use the Clean Water Act State Revolving Loan Fund (SRF) and the Safe Drink- 
ing Water Act SRF to provide financial assistance for the construction of phys- 
ical security measures at wastewater and drinking-water plants. Certain ter- 
rorist groups have made it clear that the destruction of U.S. water-treatment 
facilities is one of their aims. Federal funds should be made available through 
the SRFs to deal with specific security needs, including improved building de- 
sign and construction requirements, fencing and other physical security meas- 
ures. No funds should be made available to hire security guards, establish pri- 
vate police forces or implement other non-structural protections, which should 
be addressed through operating funds. 

• Some have argued that Federal regulatory programs establishing water- 
quality standards under the Clean Water Act and drinking-water standards 
under the Safe Drinking Water Act are too restrictive; others argue that the 
current regulations may not be protective enough of human health and the en- 
vironment. Without taking a position either way at the present time, ASCE 
does not believe that legislation designed to provide indispensable financing for 
our aging infrastructure should be the forum to address controversial regulatory 
changes about which there is little consensus at the moment. 

VI. FUTURE POLICY OPTIONS 

ASCE recommends that funding for water infrastructure system improvements 
and associated operations ultimately be provided through a comprehensive program 
that addresses the infrastructure needs of drinking-water and wastewater systems. 
At some point. Congress needs to create a Federal water trust fund to finance the 
national shortfall in funding for water and wastewater infrastructure. Money in the 
trust fund should not be diverted for non-water purposes. 

Moreover, we support the use of Federal appropriations from general treasury 
funds and the issuance of revenue bonds and tax-exempt financing mechanisms at 
the State and local levels, as well as public-private partnerships. State infrastruc- 
ture banks, and other innovative financing procedures. 

Congress also should consider the use of Federal capitalization grants to purchase 
or refinance outstanding debt obligations of water or wastewater service providers; 
guarantee, or purchase of insurance for, an obligation of a water or wastewater sys- 
tem; and secure the payment or directly repay principal or interest on general obli- 
gation bonds issued by the State if proceeds of the bonds will be deposited into the 
SRF. 

As part of the Federal funding package designed to lower the cost of capital for 
recipients that choose to leverage their Federal capitalization grants and for indi- 
vidual issuers seeking to borrow in the public capital markets. Congress should ex- 
empt from State private activity bond volume caps State and local private activity 
bonds for water and wastewater infrastructure, where such bonds (1) are used to 
finance core water or wastewater infrastructure, as defined below, and (2) produce 
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public health or environmental protection benefits that are generally available to 
the public. 


Statement of the Association of California Water Agencies 

The Association of California Water Agencies (ACWA) is pleased to submit com- 
ments for the record to the Senate Environment and Public Works Committee on 
S. 1961, which seeks to address water infrastructure funding needs. ACWA is the 
largest and oldest collection of public water agencies in the country, and the associa- 
tion’s members are responsible for 90 percent of the water delivered in California 
for municipal, agricultural and industrial use. 

Unless Congress acts now to invest in and repair our nation’s water infrastruc- 
ture, ACWA believes that a looming water crisis in California and the west is inevi- 
table. In general, ACWA supports the increase in funding levels within S. 1961, rec- 
ommends some changes to the bill, and believes the bill can work in concert with 
other innovative resource approaches like the CALFED Bay-Delta Program. 

Western States in general, and particularly California, face a dizzying array of re- 
source demands that compete for finite supplies of water. Heavily urbanized areas 
depend on reliable supplies of high quality water to meet drinking water needs. 
Burgeoning high tech industries expect even higher quality water to develop the 
products that have transformed California’s and the nation’s economy. Agricultural 
communities today must vigorously safeguard water supplies, growing more food 
with less water, on ever-smaller tracts of usable land. And new environmental man- 
dates have reduced flexibility of operations within California’s water system. 

At the same time, the administration of the Clean Water Act and the Safe Drink- 
ing Water Act has imposed increasingly expensive requirements on water suppliers. 
New treatment technologies for arsenic, MTBE, Cryptosporidium, disinfection 
biproducts and other agents have been developed and are working to meet these 
mandates. Local agencies have helped pioneer many of these innovations, and while 
the benefits to public health have been great, they have not come without a cost. 

The “infrastructure funding gap” cited by EPA Administrator Christie Todd Whit- 
man, the Water Infrastructure Network (WIN) and others this year is very real. Es- 
timates vary, but according to the General Accounting Office the figure is between 
$300 billion and $1 trillion over the next 20 years^ — a widening shortfall between 
Federal funds appropriated and those needed to keep up with needs in cities, coun- 
ties and rural communities. This funding gap becomes especially glaring in tbe face 
of new Federal water quality standards, environmental mandates and population 
shifts, factors which can wring the last ounce of flexibility from water networks, and 
make it difficult for States to contemplate necessary regional environmental water 
resource plans. 


CALFED-S. 1961 IS COMPLIMENTARY 

California’s CALFED Bay-Delta Program is one example of innovative environ- 
mental and water resource planning whose future will be acutely impacted by water 
infrastructure investment. CALFED is the largest ecosystem restoration project in 
California’s history, tasked with the commensurate goals of improving water quality 
and water supply reliability for farms and 20 million urban residents. Legislation 
like S. 1961 will complement CALFED by repairing the water networks in cities 
that rely on water from the Bay Delta ecosystem. The bill will enable urban water 
conservation, drinking water quality improvements, pipeline and canal upgrades, 
and the expansion of water recycling, all of which will relieve pressure on the fragile 
Bay-Delta and allow its multi-faceted restoration work to proceed. 

The two major arteries for delivered water in California, the Federal Central Val- 
ley Project (CVP) and the State Water Project (SWP) are both more than 40 years 
old. Each is managed by agencies participating in CALFED. Neither one, however, 
has been completed to the extent its planners envisioned, and while both are feats 
of engineering, they were built when the State’s population was less than one third 
of where it stands today, with a vastly different economy, and virtually no Federal 
environmental laws to enforce. 

The investment of S. 1961, as well as the restoration promised by CALFED, are 
both direly needed for California and its western neighbors to meet water demand 
into the 21st Century. Just as the restoration of the Everglades, the Chesapeake 
and the Great Lakes have proceeded in concert with ongoing Federal water manage- 


1 Water Infrastructure: Information on Federal and State Financial Assistance, GAO Novem- 
ber 2001/GAO-02-134 
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ment initiatives, CALFED requires that infrastructure funding move forward with 
the Program’s long-term resource goals. 

RED TAPE CONCERNS 

As demonstrated by the debate surrounding 1996 amendments to the Safe Drink- 
ing Water Act, a delicate balance must be struck between the benefits of water in- 
vestment and the costs of new regulations that often accompany it. S. 1961 dedi- 
cates substantial resources to water systems, but some sections of the bill impose 
broad new requirements, which may be unnecessary. The bill needs to focus on 
funding for repair and investment in water infrastructure. 

Section 103(e)(3) would mandate a new coordination process between local land 
use, transportation, and watershed plans in order for States to take advantage of 
water pollution revolving loan funds. Under ACWA-supported State legislation en- 
acted in 1995 and revised in 2001, California already makes approval for new devel- 
opments contingent upon adequate water supplies, giving hydrologic forecasts a loud 
voice in land use decisions. Section 103(g) of the bill creates new expectations of 
“Technical, managerial, and financial capacity for optimal performance,” but States 
and local districts in California already employ best management practices to seek 
every possible efficiency from their systems. 

ACWA recommends that the specific language of S. 1961 be changed in the com- 
mittee process to achieve both operational and public policy improvements. One ex- 
ample is the section singling out “Disadvantaged Communities” for extended loan 
terms. While many of ACWA’s members would undoubtedly fall into this category, 
the bill now provides a limited loan allotment for each district. While attempts to 
help disadvantaged entities are always valued, it is unclear how the presence of sev- 
eral separate ’disadvantaged communities’ inside many of California’s large, demo- 
graphically mixed water districts could meet this test without competing with one 
another for a single districts’ loan allotment. The disadvantaged community des- 
ignation could also distort the use of funds meant for district operation and mainte- 
nance under language on page 9 of the introduced version. 

REGIONAL PARTNERSHIPS 

California’s water districts have met with considerable success in the development 
of regional partnerships. These arrangements consist of two or more drinking water 
providers pooling resources together so that expertise and equipment can be shared, 
or so that strengths in one agency can be used to offset limitations in another. 
Across the country, water districts have begun to stratify into two groups of water 
systems, the small (<10,000) and the large (>100,000). Because regional partner- 
ships are used by many of the small districts that S. 1961 seeks to assist, ACWA 
believes the bill should enable small districts to more easily access the financial, 
technical, and managerial resources available through regional partnerships. Re- 
gional partnerships could be made eligible to apply for grants and loans, and could 
take the form of water supply agreements, operating agreements, construction con- 
tracts, joint powers authorities or other approved arrangements. 

WATER REUSE 

Every day, water managers in California and the west are confronted with a 
unique set of resource constraints not found in other parts of the country. Naturally 
arid climates where water is scarce, along with a much greater incidence of endan- 
gered species (California leads the nation with over 260 designations), bring con- 
stant uncertainty to water deliveries. For that reason, every effort must be made 
to reclaim and reuse all available water supplies. ACWA supports the funding for 
these programs found in S. 1961 as progressive and needed investment for chron- 
ically water-short communities of the western United States. 

Finally, it is unclear how language in Section 403 of the bill would influence Fed- 
eral water management. This section calls for “an assessment of the state of water 
resources in the United States,” and requires that this report “be used by Federal 
agencies as a guide in making decisions on the allocation of water research fund- 
ing.” While more information is always better than less when making water man- 
agement decisions, it may be useful to clarify whether the assessment will create 
priority lists or influence the disbursement of Federal funding. 

Thank you for the opportunity to provide comments to the committee. ACWA 
stands ready to provide any information or assistance in the furtherance of water 
infrastructure investment and the enactment of improvements to S. 1961. 
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II 


107th congress 

2d Session 


S. 1961 


To improve the tlnancial and environmental siustainability of the water 
programs of the United States. 


IN THE SENATE OF THE UNITED STATES 

FebeujKry 15, 2002 

Mr. GRjYHAm (for himself, Mr, Crvpo, Mr. Jeffokds, and Mr. Smith of New 
Hampshire) introdueed the following bill; which was read twice and re- 
ferred to the Committee on EnGronmont and Public Works 


A BILL 

To improve the financial and environmental sustainability 
of the water programs of the United States. 

1 Be it enacted by the Senate and House of Eepresenta- 

2 tives of the United States of America in Congress assembled, 

3 SECTION 1. SHORT TITLE; TABLE OF CONTENTS. 

4 (a) Short Title. — This Act may be cited as the 

5 “Water Investment Act of 2002”. 

6 (b) Table op Contents.— T he table of contents of 

7 this Act is as follows: 

See. 1. Short title; table of contents. 

See. 2. Purposes. 

TITLE I— FEDERAL WATER- POLLUTION CONTROL ACT 

MODIFICATIONS 
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Sec. 101. Definitions. 

Sec. 102. Fniiding for Indian progi*ams. 

See. 103. Requirements for receipt of funds. 

TITLE II—SAFE DRINKING ACT MODIFICATIONS 

Sec. 201. Planning, design, and preeonstnietion costs. 

Sec. 202, State Revolving Loan Fund. 

Sec. 203. Additional subsidization. 

Sec. 204. Private utilities. 

Sec. 205. Competition requirements. 

Sec. 206. Technical assistance for small systems. 

Sec. 207. A\ithorizatio}i of appropriations. 

TITLE III— INNOVATIONS IN FUND AND WATER QUAIATY 
MiVNAGEMENT 

Sec. 301. Transfer of funds. 

Sec. 302. Demonstration program for water quality enhancement and manage- 
ment. 

Sec. 303. Rate study. 

Sec. 304. Effects on policies and liglits. 

title IV— WATER RESOURCE PLiVNNING 

Sec. 401. Findings. 

Sec. 402. Definition of Secretary. 

Sec. 403. Actions. 

See. 404. Report to Coi^g»*ess. 

Sec. 405. Authorization of appropriations. 

1 SEC. 2. PURPOSES. 

2 The purposes of this Act arc — 

3 (1) to modernize State water pollution control 

4 revoMug funds and the allocation for those funds to 

5 ensure that the funds distributed reflect water qual- 

6 ity needs; 

7 (2) to streamline State water pollution control 

8 assistance programs and State drinking water treat- 

9 ment assistance programs to maximize use of Fed- 

10 eral funds and encourage maximum efficiency for 

1 1 States and localities; 
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3 

1 (3) to provide additional structure to the water 

2 supply research conducted in the United States; and 

3 (4) to ensure that the Federal Government is 

4 performing the appropriate role in analyzing re- 

5 gional and national water supply trends. 

6 TITLE I— FEDERAL WATER POL- 

7 LUTION CONTROL ACT MODI- 

8 FICATIONS 

9 SEC. 101. DEFINITIONS. 

10 Section 502 of the Federal Water Pollution Control 

1 1 Act (33 U.S.C. 1362) is amended by adding at the end 

12 the following: 

13 “(24) DlSiVDV.tlNTAC.ED COMMUNITY. — The 

14 term ‘disadvantaged community’ means a. commu- 

15 nity or entity that meets affordability criteria estab- 

16 lished, after public review and comment, by the 

17 State in which the community or entity is located. 

18 “(25) Small treatment works. — T he term 

19 ‘small treatment works’ means a treatment works 

20 (as defined in section 212) .semng a population of 

21 10,000 or le.ss.”. 

22 SEC. 102. FUNDING FOR INDIAN PROGRAMS. 

23 Section 518 of the Federal Water Pollution Control 

24 Act (33 U.S.C. 1377) is amended by striking subsection 

25 (e) and inserting the following; 
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1 “(c) Reservation op Funds.— 

2 “(1) In general. — For fiscal year 1987 and 

3 each fiscal year thereafter, the Administrator shall 

4 reserve, before allotments to the States under sec- 

5 tion 604(a), not less than 0.5 percent nor more than 

6 1.5 percent of the funds made available under see- 

7 tion 207. 

8 “(2) Use op funds. — Funds reserved under 

9 this subsection shall be available only for grants for 

10 the development of waste treatment management 

11 plans and for the construction of sewage treatment 

12 works to servti — 

13 “(A) Indian tribes; 

14 “(B) former Indian reser-vations in Okia- 

15 homa (as determined by the Secretary of the 

16 Interior); and 

17 “(C) Native villages (as defined in section 

18 3 of the Alaska Native Claims Settlement Act 

19 (43 U.S.C. 1602)).”. 

20 SEC. 103. REQUIREMENTS FOR RECEIPT OF FUNDS. 

21 (a) Grants to States for Establishment op 

22 Revoliung Funds. — Section 601(a) of the Federal 

23 Water Pollution Control Act (33 U.S.C. 1381(a)) is 

24 amended by striking “for providing assistance (1)” and 

25 all that follow.s and inserting the following: “for prwading 
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1 assistance for eligible projects in accordance with section 

2 603(c).”. 

3 (b) Projects Eligible for Assistance. — Section 

4 603 of the Federal Water Pollution Control Act (33 

5 U.S.C. 1383) is amended by striking subsection (c) and 

6 inserting the followng-. 

7 “(c) Projects Eligible for Assistan'Ce. — 

8 “(1) In general. — Funds available to each 

9 State water pollution control revoking fund shall be 

10 used only for — 

11 “(A) pro\iding financial assistance to a 

12 municipality, intermunieipal, interstate, or 

13 State agency, or private utility, for construction 

14 (including costs for planning, design, associated 

15 preconstruction, and neccssaiy activities for 

16 siting the facility and related elements) of treat- 

17 ment works (as defined in section 212); 

18 “(B) implementation of a management 

19 program established under section 319; 

20 “(C) development and implementation of a 

21 conservation and management plan under see- 

22 tion 320; 

23 “(D) water consen^ation projects or actki- 

24 ties that proAide 1 or more water quality bene- 

25 fits; or 
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2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 


6 

“(E) reuse, reclamation, or recycling 
projects that provide 1 or more water quality 
benefits. 

“(2) MainteNjINCe of fund. — 

“(A) In GENE1L\l. — The fund shall be es- 
tablished, maintained, and credited with repay- 
ments. 

“(B) AViUmvBiLiTY. — Any balances in the 
fund shall be available in perpetuity for pro- 
viding financial assistance described in para- 
graph (1). 

“(3) Approaches. — Projects eligible to receive 
assistance from a State water pollution control re- 
volving fund under this title tnay include projects 
that use 1 or more nontraditional approaches (such 
as land conser\'ation, low-impact development tech- 
nologies, redevelopment of waterfront brownfields, 
watershed management actions, decentralized waste- 
water treatment innovations, and other nonpoint 
best management practices).”. 

(c) Extension of Loans; Types of Assistance. — 
Section 603(d) of the Federal Water Pollution Control Act 
(33 U.S.C. 1383(d)) is amended— 

(1) in paragraph (1) — 
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2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 
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(A) in subparagraph (A), by striking at 
terms not to exceed 20 years”; 

(B) by striking subparagraph (B) and in- 
serting the following: 

“(B)(i) annual principal and interest pay- 
ments shall commence not later than 1 year 
after the date of completion of any project for 
which the loan was made; and 

“(ii) except as provided in subparagraph 

(C), each loan shall be fully amortized not latei’ 
than 20 years after the date of completion of 
the project for which the loan is made;”; 

(C) by redesignating subparagraphs (C) 
and (D) as subparagraphs (D) and (E), respec- 
tively; 

(D) by inserting after subparagraph (B) 
the following; 

“(C) in the case of a disadvantaged com- 
munity, a State may provide an extended term 
for a loan if the extended term — 

“(i) terminates not later than the date 
that is 30 years after the date of comple- 
tion of the project; and 

“(ii) does not exceed the expected de- 
sign life of the project.”; 
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8 

1 (B) in subparagraph (D) (as redesignated 

2 by subparagraph (C)), by inserting or, in the 

3 case of a privately owned system, demonstrate 

4 that adequate security exists," after “revenue”; 

5 and 

6 (P) in subparagraph (E) (as redesignated 

7 by subparagraph (C)), by inserting “State 

8 loan” before “fund"; 

9 (2) in paragraph (6), by striking “and” at the 

10 end; 

11 (3) by redesignating paragraph (7) as para- 

12 graph (10); 

13 (4) by inserting after paragraph (6) the fol- 

14 lowing: 

15 “(7) subject to subsection (e)(2), by a State to 

16 piwnde additional subsidization (including forgive- 

17 ness of principal) to 1 or more treatment w'orks for 

18 use in developing technical, managerial, and finan- 

19 ciai capacity in accordance wnth subsection (i); 

20 “(8) by a. State to provide additional subsidiza- 

21 tion (including forgiveness of principal) to 1 or more 

22 treatment works for a purpose other than a purpose 

23 specified in paragraph (7) or (9), except that — 

24 “(A) for the first fiscal j^ear that begins 

25 after the date of enactment of this paragraph 
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1 and each fiscal year thereafter, the total 

2 amount of subsidization pro\'ided by a State 

3 under this paragraph shall not exceed 15 per- 

4 cent of the amount of all capitalization giants 

5 received by the State for the fiscal year; 

6 “(B) notwithstanding section 204(b)(1), 

7 the State, as part of an assistance agreement 

8 between the State and each applicable treat- 

9 ment works, shall ensure, to the maximum ex- 

10 tent practicable, that additional subsidization 

1 1 piwided under this paragraph is directed 

12 through the user charge rate system to dis- 

13 advantaged users within the residential user 

14 class of the community (as defined by the State 

15 based on affordability criteria and after an op- 

16 portunity foi- public review and comment) in 

1 7 which the treatment works is located; and 

18 “(C) a community that receives assistance 

19 as a disadvantaged community under paragTaph 

20 (9) shall not be eligible for assistance under 

21 this paragraph; 

22 “(9) subject to subsection (e)(2), by the State 

23 to provide additional subsidization (including for- 

24 giveness of principal) to a disadvantaged community, 

25 or to a community or entity that the State expects 
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1 to become a disadvantaged community as tiie result 

2 of a proposed project, that receives a loan from the 

3 State under this title; and”; and 

4 (5) in paragi’aph (10) (as redesignated bj' para- 

5 gTaph (3)), by striking “that such amounts shall not 

6 exceed 4” and inserting “that, beginning in fiscal 

7 year 2003, those amounts shall not exceed 5”. 

8 (d) Limitations. — S ection 603(e) of the Federal 

9 Water Pollution Control Act (33 U.S.C, 1383(e)) is 

10 amended — 

11 (1) by striking “(e)” and all that follows 

12 through “If a State” and inserting the following: 

13 “(e) Limitations. — 

14 “(1) Prevention of double benefits. — If a 

15 State”; and 

16 (2) by adding at the end the following: 

17 “(2) Total .\mount op subsidies. — For each 

18 fiscal year, the total amount of loan subsidies made 

19 by a State under paragi-aphs (7) and (9) of sub- 

20 section (d) may not exceed 30 percent of the amount 

21 of all capitalization grants received by the State for 

22 the fiscal year.”. 

23 (e) Consistency With Pi^vnning Requibe- 

24 .MENTS. — Section 603(f) of the Federal Water Pollution 

25 Control Act (33 U.S.C. 1383(f)) is amended—- 
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1 (1) by striking “A State may” and inserting the 

2 following; 

3 “(1) In general. — A State may”; 

4 (2) by striking “320 of this Act.” and inserting 

5 “320.”; and 

6 (3) by adding at the end the following: 

7 “(2) Community de\T!:lopment. — ^A State 

8 that pro^des finaneial assistance from the water 

9 pollution control revolving fund of the State shall en- 

10 sure that applicants for the assistance consult and 

1 1 coordinate with, as appropriate, agencies responsible 

12 for developing any — 

13 “(A) local land use plans; 

14 “(B) regional transportation improvement 

15 and long-range transportation plans; and 

16 “(C) State, regional, and municipal water- 

17 shed plans.”. 

18 (f) Priority Syste.m Requirement. — Section 603 

19 of the Federal Water Pollution Control Act (33 U.S.C. 

20 1383) is amended by striking subsection (g) and inserting 

21 the following: 

22 “(g) Priority System Requirement. — 

23 “(1) Defunition of state agency.— I n this 

24 subsection, the term ‘State agency’ means the agen- 

25 ey of a. State having jurisdiction over water quality 
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management (including the establishment of water 
cpality standards). 

“(2) Development. — 

“(A) In generaIj. — Notwitlustanding sec- 
tion 216, each State agency shall develop and 
periodically ujidate a project priority system for 
use in prioritizing projects that are eligible to 
receive funding from the water pollution control 
revolving fund of the State in accordance witfi 
subsection (c). 

“(B) Requirements,— -In developing the 
project priority system, a State agency shall — 
“(i) take into consideration all avail- 
able water (juality data for the State; and 
“(ii) provide for public notice and op- 
portunity for comment, including signifi- 
cant public outreach. 

“(3) SUM.MARY OF PROJECTS. — 

“(A) In GENEitAL. — Each State agency, 
after public, notice and opportunity for com- 
ment, shall biennially publish a summary of 
projects in the State that are eligible for assist- 
ance under this title. 

“(B) Inclusions. — The .summary under 
subparagi-aph (A) shall include — 
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1 “(i) the priority assigned to each 

2 project under the priority system of the 

3 State developed under paragraph (2); and 

4 “(ii) the funding schedule for each 

5 project, to the extent that such information 

6 is available. 

7 “(4) Statement of policy. — It is the policy 

8 of Congress that projects in a State that are carried 

9 out using assistance prorided under this title shall 

10 be funded, to the maximum extent practicable, 

11 through a project priority system of the State that, 

12 in the estimation of the State, is designed to achieve 

13 optimum water quality management, consistent with 

14 the public health and water quality goals and re- 

15 quirements of this Act.”. 

16 (gj Additional Requirements for Water Pol- 

17 LUTiON Control REVOLtaNG Funds. — Section 603 of 

18 the Federal Water Pollution Control Act (33 U.S.C. 1383) 

19 is amended by adding at the end the following: 

20 “(i) Technical, Managerlvl, and Financial Ca- 

21 FACITY FOR OPTIMAL PERFORMANGB. — 

22 “(1) Definition of state agency.— I n this 

23 subsection, tbe term ‘State agency’ bas the meaning 

24 given the term in subsection (g)(1). 

25 ‘‘(2) Strategy. — 
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“(A) In general.— Not later than 3 years 
after the date of enactment of this subsection, 
each State agency shall implement a strategy to 
assist treatment work.s in the State recemng 
assistance under this title in — 

“(i) attaining and maintaining tech- 
nical, managerial, operations, maintenance, 
and capital investments; and 

“(ii) meeting and sustaining compli- 
ance with applicable Federal and State 
laws. 

“(B) Requirements. — In preparing the 
strateg}' described in subparagraph (A), the 
State shall consider, solicit public comment on, 
and include in the strategy — 

“(i) a description of the institutional, 
regulatory, financial, tax, or legal factors 
at the Federal, State, and local levels that 
encourage or impair the development of 
technical, managerial, and financial capac- 
ity; and 

“(ii) a description of the manner in 
which the State intends to use the authori- 
ties and resources of the State to assist 
treatment works in attaining and inain- 
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1 taining technical, managerial, and financial 

2 capacity. 

3 “(3) Determination by administrator. — 

4 Except as ptmnded in subsection (k), if the Adminis- 

5 trator determines that a State agency has not de^el- 

6 oped or implemented a strategy in accordance with 

7 paragraph (2), the Administrator shall — 

8 “(A) withhold 20 percent of each capital- 

9 ization gi-ant made to the State under this title 

10 after the date of the determination; and 

11 “(B) permit the State a 1-year period, be- 

12 ginning on the date on which funds are with- 

13 lield under subparagi'aph (A), during which the 

14 State may implement a strategy in accordance 

15 with paragraph (2). 

16 “(4) Reallotment of funds. — 

17 “(A) In generaIj. — If, after the l-.year 

18 period desci-ibed in paragraph (3)(B), the Ad- 

19 ministrator is not satisfied that a State has cai- 

20 ried out adequate corrective action relating to 

21 the development and implementation of a strat- 

22 egy required under paragraph (2), the Adrninis- 

23 trator shall reallot all funds of the State with- 

24 held by the Administrator as of that date in ac- 

25 cordance with subparagraph (B). 
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16 

“(B) Requirements for rea i .t/it- 
MENT. — The Administrator shall reaJlot funds 
under subparagraph (A) — 

“(i) only to States that the Adminis- 
trator determines to be in compliance with 
this subsection; and 

“(ii) in the same ratio provided under 
the most recent formula for the allotment 
of funds under this title. 

“(5) Condition for receipt of assist- 
ance. — 

“(A) In GENERttL. — Except as provided in 
subparagraph (B) and subsection (k), beginning 
on the date that is 3 years after the date of en- 
actment of this subsection, the State shall re- 
quire each treatment works that receives signifi- 
eant assistance under this title to demonstrate 
adequate technical, managerial, and financial 
capacity, including the establishment and imple- 
mentation by the treatment w'orks of an asset 
management plan (for which the Administrator 
may publish information to assist States in de- 
termining required content) that — 

“(i) conforms to generally accepted in- 
dustiy practices; and 
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“(ii) includes — 

“(I) an inventoiy of existing as- 
sets (including an estimate of the use- 
ful life of those assets); and 

“(II) an optimal schedule of op- 
erations, maintenance, and capital in- 
vestment required to meet and sustain 
performance objectives for the treat- 
ment works established in accordance 
with applicable Federal and State 
laws over the useful life of the treat- 
ment works. 

“(B) Exception. — Notwithstanding sub- 
paragraph (A), a treatment works may receive 
assistance under this title if the State deter- 
mines that the assistance would enable the 
treatment works to attain adequate technical, 
managerial, and financial capacity. 

“(j) Restructuring. — Notwithstanding section 
204(b)(1), except as provided in subsection (k), a State 
may provide assistance from the water pollution control 
revohing fund of the State for a project only if the recipi- 
ent of the assistance — 

“(1) has con.sidered — 
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1 “(A) consolidating management functions 

2 or ownership with another facility; 

3 “(B) forming public-pi'ivate partnerships 

4 or other cooperative partnerships; and 

5 “(C) using nonstnictural alternatives or 

6 technologies that may be more environmentally 

7 sensitive; and 

8 “(2) has in effect a plan to achieve, within a 

9 reasonable period of time, a rate stracture that, to 

10 the maximum extent practicable — 

11 “(A) reflects the actual cost of sendee pro- 

1 2 vided by the recipient; and 

13 “(B) addresses capital replacement funds; 

14 and 

15 “(3) has in effect, or will have in effect on com- 

16 pletion of the project, an asset management plan de- 

17 scribed in subsection (i)(5), 

18 “(k) Exemption for Assistance Solely for 

19 Planning, Design, and Preconstruction Activi- 

20 ties.— Subsection (j) and paragraphs (3) and (5) of sub- 

21 section (i) shall not apply to assistance provided under this 

22 title that is to be used bj' a treatment W'orks solely for 

23 planning, design, oj' preconstruction activities. 

24 “(1) Technical Assistance. — 
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1 “(1) Definition of qualified nonprofit 

2 technicaij assistance provider. — In this sub- 

3 section, the term ‘qualified nonprofit technical as- 

4 sistance piwlder’ means a nonprofit entity that pro- 

5 vides technical assistance (such as circuit-rider pro- 

6 grams, training, and preliminarj^ engineering evalua- 

7 tions) to small treatment works that — 

8 “(A) serve not more than 3,300 users; and 

9 “(B) are located in a rural area. 

10 “(2) Grant program. — 

11 “(A) In generjVL. — The Admini.strator 

12 may make grants to a qualified nonprofit tecli- 

13 nical assistance provider for use in assisting 

14 small treatment works in planning, developing, 

15 and obtaining financing for eligible projects de- 

16 .scribed in subsection (c). 

17 “(B) Distribution of grants. — In car- 

18 lying out this subsection, the Administrator 

19 shall ensure, to the maximum extent prac- 

20 ticable, that technical assistance provided using 

21 funds from a grant under subparagraph (A) is 

22 made available in each State. 

23 “(C) Consultation. — As a condition of 

24 receiving a grant under this subsection, a quaJi- 

25 fied nonprofit technical assistance provider shall 
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1 consult with each State in which grant funds 

2 are to be expended or otherwise made available 

3 before the grant funds are expended or made 

4 available in the State. 

5 “(3) Authorization op appropriations. — 

6 There is authorized to be appropriated to carry out 

7 this subsection $7,000,000 for each of fiscal years 

8 2003 through 2007. 

9 “(m) Competition Requirements. — 

10 “(1) In general. — T he requirements described 

11 in section 204(a)(6) shall apply to each specification 

12 for bids for projects receiving assistance under this 

13 title. 

14 “(2) Single bids. — Nothing in this subsection 

15 prohibits a recipient of assistance under this title 

16 that receives only 1 bid for a project described in 

17 paragraph (1) from accepting the bid and cariying 

1 8 out the project. 

19 “(n) No JUDICLVL Review. — A determination by a 

20 State to provide financial assistance under this title shall 

21 not be subject to judicial review.”. 

22 (h) Allotment op Funds. — Section 604(a) of the 

23 Federal Water Pollution Control Act (33 U.S.C. 1384(a)) 

24 is amended by striking subsection (a) and inserting the 

25 following; 
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21 

“(a) Formui^. — 

“(1) Allocation. — 

“(A) In general. — -Except as provided in 
paragraph (2) and subject to subsection (b), 
funds made available to carry out this title for 
each of fiscal years 2003 through 2006 shall be 
allocated by the Administrator as follows: 

“(i) Amounts of $1,350,000,000 or 
LESS. — $1,350,000,000 (or, if the total 
amount made available for the fiscal year 
is less than that amount, the total amount 
made available) shall be allocated in ac- 
cordance with a formula that allocates to 
each State the proportional share of the 
State needs identified in the most recent 
survey conducted under section 516(2), ex- 
cept that the minimum proportionate share 
proiided to each State shall be 1.1 percent 
of available funds. 

“(ii) Amounts betohen 

$1,350,000,000 iVND $1,550,000,000. — Amounts 
greater than $1,350,000,000 but less than 
$1,550,000,000 made available for the fis- 
cal year shall be allocated by the x\dminis- 
trator in accordance with a formula that 
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22 

allocates to each State a proportionate 
share equal to the difference between — 

“(I) the amount received under 
clause (i); and 

“(II) the amount that the State 
would have received under section 
205(c); 

in cases in which an amount received by 
the State under clause (i) is less than the 
amount that would have been received by 
the State under section 205(c). 

“(iii) Amounts greater than 
$1,-550,000, 000 . — Any amounts equal to or 
greater than $1,550,000,000 that are 
made available for the fiscal year shall be 
allocated in accordance with a formula that 
allocates to each State the proportional 
share of the State needs identified in the 
most recent survey conducted under sec- 
tion 516(2), except that the minimum pro- 
portionate share provided to each State 
shall be 1.1 percent of available funds. 

“(B) Subsequent piscaIj years. — For 
fiscal year 2007 and each fiscal year thereafter, 
funds shall be allocated in accordance with a 
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1 formula tliat allocates to each State the propor- 

2 tional share of the State needs identified in the 

3 most recent survey conducted pursuant to see- 

4 tion 516(2), except that the minimum propor- 

5 tionate share provided to each State shall be 1 

6 percent of available funds, 

7 “(2) Private utilities. — If a State elects to 

8 include the needs of private utilities in the needs 

9 survey used to develop the allocation formula de- 

10 scribed in paragraph (1), the State shall ensure that 

11 the private utilities are eligible to receive funds 

12 under this title.”. 

13 (i) Audits, Reports, and Fiscal Controls; In- 

14 TENDED Use PIxAN. — S ection 606 of the Federal Water 

15 Pollution Control Act (33 U.S.C. 1386) is amended — 

16 (1) in subsection (c) — 

17 (A) by inserting “(including significant 

18 public outreach)” after “revdew'”; and 

19 (B) by striking paragi'aph (1) and insert- 

20 ing the follow'ing: 

21 “(1) a summary of the priority projects devel- 

22 oped under section 603(g) for which the State in- 

23 tends to provide as.sistance from the water pollution 

24 control revolving fund of the State for the year cov'-- 

25 ered by the plan;”; and 
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1 (2) in subsection (d) — 

2 (A) in the subsection heading, bj^ striking 

3 “Report” and inserting “Reports”; 

4 (B) by striking “Beginning the” and in- 

5 sorting the following: 

6 “(1) In general. — Beginning in the”; and 

7 (C) by adding at the end the following: 

8 “(2) Report on technical, managerl\l, 

9 and pinanclvl cai’ACITY. — Not later than 2 years 

10 after the date on which a State first adopts a strat- 

11 eg}’ in accordance with section 603())(2), and annu- 

12 ally thereafter, the State shall submit to the Admin- 

13 istrator a report on the progress made in improving 

14 the technical, managerial, and financial capacity of 

15 treatment works in the State (including the progress 

16 of the State in complying with the amendments to 

17 section 603 made by the Water Investment Act of 

18 2002). 

19 “(3) Availability. — ^A State that submits a 

20 report under this subsection shall make the report 

21 available to the public.”. 

22 (j) Authorization of Appropriations. — T he Fed- 

23 era! Water Pollution Control Act is amended by striking 

24 section 607 (33 U.S.C. 1387) and inserting the following: 
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1 “SEC. 607. AUTHORIZATION OP APPROPRIATIONS. 

2 “(a) In General. — T here are authorized to be ap- 

3 propriated to cany out this title — 

4 “(1) $3,200,000 for each of fiscal years 2003 

5 and 2004; 

6 “(2) $3,600,000 for fiscal year 2005; 

7 “(3) .$4,000,000 for fiscal year 2006; and 

8 “(4) $6,000,000 for fiscal year 2007. 

9 “(b) Availability. — Amounts made available under 

10 this .section shall remain available until expended. 

11 “(c) Reservation for Needs Surveys. — Of the 

12 amount made available under subsection (a) to cai'iy out 

13 this title for a fiscal year, the Administrator may reserve 

14 not more than $1,000,000 per year to pay the costs of 

15 conducting- needs suiTeys under section 516(2).”. 

16 (k) Conforming Amendment. — Section 216 of the 

17 Federal Water Pollution Control Act (33 IJ.S.C. 1296) is 

1 8 amended— 


19 

(1) in the first sentence. 

by inserting “in ac- 

20 

cordance with section 603(g)’ 

” before “the deter- 

21 

mination”; and 


22 

(2) by striking the “Not less than 25 per cen- 

23 

turn” and all that follows. 
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1 TITLE II— SAFE DRINKING 

2 WATER ACT MODIFICATIONS 

3 SEC. 201. PLANNING, DESIGN, AND PRECONSTRUCTION 

4 COSTS. 

5 Section 1452(a,)(2) of the Safe Drinking Water Act 

6 (42 U.S.C. 300j-12(a)(2)) is amended in the second sen- 

7 tence by striking “(not” and inserting “(including plan- 

8 ning, design, and associated preconstruction expenditures 

9 but not”. 

1 0 SEC. 202. STATE REVOLVING LOAN FUND. 

11 (a) In Gener,vl.— S ection 1452(a)(3)(B)(ii) of the 

12 Safe Drinking Water Act (42 U.S.C. 300J- 

13 12(a)(3)(B)(ii)) is amended by inserting “and the forma- 

14 tion of regional partnerships” after “procedures”. 

15 (b) Public Outreach. — Section 14.52(b) of the 

16 Safe Drinking Water Act (42 U.S.C. 300j-12(b)) is 

17 amended in paragraphs (1) and (3)(B) by inserting “(in- 

18 eluding significant public outreach)” after “comment” 

19 each place it appears. 

20 (c) Types op Assistance. — Section 1452(f) of the 

21 Safe Drinking Water Act (42 U.S.C. 300j-12(f)) is 

22 amended — 

23 (1) in paragraph (1) — 

24 (A) in subparagraph (C), by striking 

25 “and” at the end; and 
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(B) by adding at the end the following: 

“(E) the recipient of the loan funds con- 
siders, during the planning and engineering 
phase of each project for which the loan funds 
are received — 

“(i) consolidating management func- 
tions or ownership with another facility; 

“(ii) forming public-private partner- 
ships or other cooperative partnerships; 
and 

“(iii) using nonstructural alternatives 
01' technologies that may be more emiron- 
tnentally sensitive; 

“(P) the recipient of the loan funds has in 
effect a plan to achieve, within a reasonable pe- 
riod of time, a rate structure that, to the max- 
imum extent practicable — 

“(i) reflects the actual cost of sendee 
provided by the recipient; and 

“(ii) addresses capital replacement 
funds; and 

“(G) the recipient of each loan that re- 
flects a significant capital investment has in ef- 
fect, or will have in effect on completion of the 
project, an asset management plan (for which 
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the Administrator may publish information to 
assist States in determining required content) 
that — 

“(i) conforms to generally accepted in- 
dustry practices; and 
“(ii) includes — 

“(I) an inventory of existing as- 
sets (including an estimate of the use- 
ful life of the assets); and 

“(II) an optimal schedule of op- 
erations, maintenance, and capital in- 
vestment required to meet and sustain 
performance objectives;”; 

(2) in paragraph (4), by striking “and” at the 

end; 

(3) in paragraph (5), by striking the period at 
the end and inserting “; and”; and 

(4) by adding at the end the following; 

“(6) to reduce costs incurred by a municipality 
in issuing bonds.”. 

(d) Consultation and Coordination With 
State Agencies; Judicl^l Rbvtew. — Section 1452(g) 
of the Safe Drinking Water Act (42 U.S.C. 300j-12(g)) 
is amended by adding at the end the following: 
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1 “(5) Consultation and coordination wtth 

2 state agencies. — State that provides financial 

3 assistance from the drinking water revolving fund of 

4 the State shall ensure that applicants for the assist- 

5 anee consult and coordinate with, as appropriate, 

6 agencies responsible for developing any — 

7 “(A) local land u.se plans; 

8 “(B) regional transportation improvement 

9 and long-range transportation plans; and 

10 “(C) State, regional, and municipal water- 

1 1 shed plans. 

12 “(6) No judicial REnsw. — A determination 

13 by a State to prortde financial assistance under this 

14 section shall not be subject to judicial review.”. 

15 (e) Other Authorized AcTmTiES. — Section 

16 1452(k)(l) of the Safe Drinking Water Act (42 U.S.O. 

17 300j-r2(k)(l)) is amended by striking subparagraph (D) 

18 and inserting the following: 

19 “(D) Make expenditures for the develop- 

20 ment and implementation of source water pro- 

21 tection programs. 

22 “(E) Prortde assistance for consolidation 

23 among community water systems for the pur- 

24 pose of — 
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“(i) meeting national primaiy drink- 
ing water standards; or 

“(ii) making more efficient use of 
funds made available under subsection 
(a)(2).”. 

SEC. 203. ADDITIONAL SUBSIDIZATION. 

Section 1452(d)(1) of the Safe Drinking Water Act 
(42 U.S.C. 300j-12(d)(l)) is amended— 

(1) by striking “Notwithstanding any other pro- 
vision” and inserting the following: 

“(A) I.N OEN’ERiU.. — Notwithstanding any 

other provision”; and 

(2) by adding at the end the following: 

“(B) Subsidization for disadvantaged 

USERS. — 

“(i) In generaIj. — Subject to clause 
(ii), a State may provide additional sub- 
sidization under subparagi’aph (A) for a 
fiscal year for a community that does not 
meet the definition of a disadvantaged 
community if the State, as part of the as- 
sistance agi-eement between the State and 
the recipient of tlie assistance, ensures 
that the additional subsidization provided 
under this paragraph is directed through 
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the user charge rate sysO'm to disadvan- 
taged users within the residential user 
class of the community (as defined by the 
State based on affordability criteria). 

“(ii) Maximum amount. — ^Assistance 
ptwided by a State under clause (i) shall 
not exceed 15 percent of the amount of the 
capitalization grant received by the State 
for the fiscal year. 

“(iii) Guidance.— The Administrator 
may publish guidance to assist States in 
identifHing disadvantaged users described 
in clause (i).”. 

SEC. 204. PRIVATE UTILITIES. 

Section 1452(h) of the Safe Drinking Water Act (42 
II.S.C. 300j-12(h)) is amended — 

(1) by striking “The Administrator” and insert- 
ing the following: 

“(1) In general. — The Administrator”; and 

(2) by adding at the end the following: 

“(2) Private utilities. — If a State elects to 
include the needs of private utilities in the needs 
survey under paragraph (1), the State shall ensure 
that the private utilities are eligible to receive funds 
under this title.”. 
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1 SEC. 205. COMPETITION REQUIREMENTS. 

2 Section 1452 of the Safe Drinking Water Act (42 

3 U.S.C. 300j-12) is amended by adding at the end the fol- 

4 lowing: 

5 “(s) Competition Requirements.— 

6 “(1) In GENERAL. — Except as provided in para- 

7 graph (2), as a condition of receipt of funds under 

8 this section, no specification for bids prepared for 

9 projects to be carried out using the funds shall be 

10 WTitten in such a manner as to contain any propri- 
ll etaty, exclusionary', or discriminatory requirement, 

12 other than requirements based on per-formance, un- 

13 less such requirements are necessary to test or dem- 

14 onstrate a specific thing or to provide for necessary 

15 interchangeability of parts and equipment. If, in the 

16 judgment of a recipient of funds, it is impractical or 

17 uneconomical to make a clear and accurate descrip- 

18 tion of the technical requirements, a ‘brand name or 

19 equal’ description may be used as a means to define 

20 the performance or other salient requirements of a 

21 procurement, and in doing so the recipient need not 

22 establish the existence of any source other than the 

23 brand or source so named. 

24 “(2) Single bids. — Nothing in this subsection 

25 prohibits a recipient of assistance under this title 

26 that receives only 1 bid for a project described in 
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1 paragraph (1) from accepting the bid and carrsdiig 

2 out the project.”. 

3 SEC. 206. TECHNICAL ASSISTANCE FOR SMALL SYSTEMS. 

4 (a) SmaijL Public Water Systems Technology 

5 Assistance Centers. — Section 1420(f) of the Safe 

6 Drinking Water Act (42 U.S.C. 300g-9(f)) is amended — 

7 (1) in paragraph (2), by inserting “technology 

8 verification, pilot and field testing of innovative teeh- 

9 nologies, and” after “.shall include”; and 

10 (2) by striking paragraph (6) and inserting the 

1 1 following: 

12 “(6) REtGEW AND EAALUATION. — 

13 “(A) In GENERAL. — Not less often than 

14 every 2 years, the Admini.strator shall rertew 

15 and evaluate the program carried out under 

16 this subsection. 

17 “(B) Disqualification. — If, in carr^nng 

18 out this subsection, the Administrator' deter- 

19 mines that a small public water system tech- 

20 uologj" assistance center is not cari’i^'ing out the 

2 1 duties of the center, the Administrator — 

22 “(i) shall notify the center of the de- 

23 tei’mination of the Administi-ator; and 
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1 “(ii) not later than 180 days after the 

2 date of the notification, may terminate the 

3 pimnsion of funds to the eenter. 

4 “(7) Authorization of appropriations. — 

5 There is authorized to be appropriated to carry out 

6 this subsection $5,000,000 for each of fiscal years 

7 2003 through 2007, to be distributed to the centers 

8 in accordance with this subsection.”. 

9 (b) Enatronmental Finance Centers. — Section 

10 1420(g) of the Safe Drinking Water Act (42 U.S.C. 300g- 

11 9(g)) is amended by striking paragraph (4) and inserting 

1 2 the following: 

13 “(4) Authorization of appropriations. — 

14 There is authorized to be appropriated to carry out 

15 this subsection $1,500,000 for each of fiscal years 

16 2003 through 2007.”. 

1 7 SEC. 207. AtTTHORIZATION OF APPROPRIATIONS. 

18 Section 1452 of the Safe Drinking Water Act (42 

19 U.S.C. 300j-12) is amended by striking subsection (m) 

20 and inserting the following: 

21 “(m) Authorization of r\ppROPRiATiONS.— 

22 “(1) In general.- — There are authorized to be 

23 appropriated to carry out this section — 

24 “(A) $1,500,000 for fiscal year 2003; 
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1 “(B) $2,000,000 for each of fiscal years 

2 2004 and 2005; 

3 “(C) $3,500,000 for fiscal year 2006; and 

4 “(D) $6,000,000 for fiscal year 2007. 

5 “(2) Availability. — ^Amounts made available 

6 under this subsection shall remain available until ex- 

7 pended. 

8 “(3) Reservation for needs subtoys. — Of 

9 the amount made available under paragTaph (1) to 

10 cany out this section for a fiscal year, the Adminis- 

11 trator may resen'e not more than $1,000,000 per 

12 year to pay the costs of conducting needs surveys 

13 under subsection (h).”. 

14 TITLE III— INNOVATIONS IN 

15 FUND AND WATER QUALITY 

16 MANAGEMENT 

1 7 SEC. 301. TRANSFER OF FUNDS. 

18 (a) Water Pollution Control Fund.— S ection 

19 603 of the Federal Water Pollution Control Act (33 

20 U.S.C. 1383) is amended by adding at the end the tbl- 

21 lowing: 

22 “(i) Transfer of Funds. — 

23 “(1) In general. — A Governor of the State 

24 may — 
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1 “(A) reserve up to 33 percent of a capital- 

2 ization gi-ant made under this title and add the 

3 funds resen'ed to any funds provided to the 

4 State under section 1452 of the Safe Drinking 

5 Water Act (42 U.S.C. 300j-12); and 

6 “(B) reseive in any year an amount up to 

7 the amount that may be reserved under sub- 

8 paragraph (A) for that year from capitalization 

9 grants made under section 1452 of that Act (42 

10 U.S.C. 300j-12) and add the reserved funds to 

1 1 any funds provided to the State under this title. 

12 “(2) State match. — Funds reserv'ed under 

13 this subsection shall not be considered to be a State 

14 contribution for a capitalization grant required 

15 under this title or section 1452(b) of the Safe 

16 Drinking Water Act (42 U.S.C. 300j-12(b)).”. 


17 (b) Safe Drinking Water Fund. — S ection 

18 1452(g) of the Safe Drinking Water Act (42 U.S.C. 300j- 

19 12(g)) is amended — 


20 

(1) in paragraph (2), by striking “4” 

and in- 

21 

serting “5”; and 


22 

(2) by adding at the end the following: 


23 

“(5) TliAKSPER OF FUNDS. — 


24 

“(A) In GENERAL. — ^A Covernor 

of the 

25 

State may — 
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“(i) resen^e up to 33 percent of a cap- 
italization grant made under this section 
and add the funds reserved to any funds 
provided to the State under section 601 of 
the Federal Water Pollution Control Act 
(33 U.S.C. 1381); and 

“(ii) resene in any yeai’ an amount 
up to the amount that may be resented 
under clause (i) for that year from capital- 
ization grants made under section 601 of 
that Act (33 U.S.C. 1381) and add the re- 
served funds to any funds provided to the 
State under this section. 

“(B) State Mj\tch. — Funds reserved 
under this paragraph shall not be considered to 
be a State match of a capitalization grant re- 
quired under this section or section 602(b) of 
the Federal Water Pollution Control Act (33 
U.S.C. 1382(b)).”. 

SEC. 302. DEMONSTRATION PROGRAM FOR WATER QUAL- 
ITY ENHANCEMENT AND MANAGEMENT. 

(a) Establishment.— 

(1) In general. — ^As soon as pT-acticable after 
the date of enactment of this Act, the Administrator 
of the Environmental Protection Agency (referred to 
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in this section as the “Administrator”) shall estab- 
lish a nationwide demonstration program to — 

(A) promote innovations in technology and 
alternative approaches to water quality manage- 
ment or water supply; and 

(B) reduce costs to municipalities incurred 
in complying with — 

(i) the Federal Water Pollution Con- 
trol Act (33 U.S.C. 1251 et seq.); and 

(ii) the Safe Drinking Water Act (42 
U.S.C. 300f et seq.). 

(2) Scope. — The demonstration program shall 
consist of 10 projects per year, to be carried out in 
municipalities selected by the Administrator under 
.subsection (b). 

(b) Selection of MuNiciPiUUTiES. — 

(1) Application. — A municipality that seeks 
to be selected to participate in the demonstration 
program shall submit to the Administrator a plan 
that — 

(A) is developed in coordination with — 

(i) the agency of the State having ju- 
risdiction over w'atei' quality or water sup- 
ply matters; and 

(ii) interested stakeholders; 


25 
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(B) describes water impacts specific to 
urban and rural areas; 

(C) includes a strategy under which the 
municipality, through participation in the dem- 
onstration program, could effectively — 

(i) address those problems; and 

(ii) achieve the same water quality 
goals as those goals that — 

(I) could be achieved using more 
traditional methods; or 

(II) arc mandated under — 

(aa) the Pedei'al Water Pol- 
lution Control Act (33 U.S.C. 
1251 et seq,); and 

(bb) the Safe Drinking 
Water Act (42 U.S.C. 300f et 
seq.); and 

(D) includes a schedule for achieving the 
goals of the municipality. 

(2) Types op projects. — In cariying out the 
demonstration program, the Administrator may .se- 
lect projects relating to such matters as — 

(A) excessive nuti'ient growth; 

(B) urban or rural pressure; 

(C) a lack of an alternative water supply; 
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(D) difficulties in water conservatioti and 
efficiency; 

(E) a lack of support tools and tech- 
nologies to rehabilitate and replace water sup- 
plies; 

(P) a lack of monitoring and data analysis 
for distribution systems; 

(G) nonpoint source water pollution; 

(H) sanitary' overflows; 

(I) combined sew^er overflows; 

(J) problems with naturally-occurring con- 
stituents of concei-n; or 

(K) problems with erosion and excess sedi- 
ment. 

(3) Responsibilities op administrator. — In 
selecting municipalities under this subsection, the 
Administrator shall— 

(A) ensure, to the maximum extent 
practicable — 

(i) the inclusion in the demonstration 

program of a variety of projects with re- 
spect to — 

(I) geographic distribution; 

(II) innovative technologies used 
for the projects; and 
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(III) nontraditional approaches 
(including low-inipact development 
technologies) used for the projects; 
and 

(ii) that each eategorj' of project de- 
scribed in paragraph (2) is adequately rep- 
resented; 

(B) give higher priority to projects that — 

(i) address multiple problems; and 

(ii) are regionally applicable; 

(C) ensure, to the maximum extent prac- 
ticable, that at least 1 small community having 
a population of 10,000 or less receives a grant 
each year; and 

(D) ensure that, for each fiscal year, no 
tmmicipality receives more than 25 percent of 
the total amount of funds made available for 
the fiscal year to pro\ide grants under this sec- 
tion. 

(4) Cost shjvking. — 

(A) In generaFj. — Except as pro\ided in 
subparagraph (B), the non-Federal share of the 
cost of a project carried out under this section 
shall be at least 20 percent. 
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1 (B) Wi\IVEB. — TJic Administrator may re- 

2 duce or eliminate the non-Federal share of the 

3 cost of a project for reasons of affordability. 

4 (e) Reports. — 

5 (1) Reports prom municipalities. — A mu- 

6 nicipality that is selected for participation in the 

7 demonstration program shall submit to the Admin is- 

8 trator, on the date of completion of a project of the 

9 municipality and on each of the dates that is 1, 2, 

10 and 3 years after that date, a report that describes 

1 1 the effectiveness of the project. 

12 (2) Reports to congress. — Not later than 2 

13 years after the date of enactment of tliis Act, and 

14 ever}' 2 years thereafter, tlie Administrator shall 

15 compile, and submit to the Committee on Environ- 

16 mcnt and Public Works of the Senate, and the Com- 

17 mittee on Transportation and Infrastnicture and the 

18 Committee on Energy and Commerce of the House 

19 of Representatives, a report that describes the status 

20 and results of the demonstration program. 

21 (d) Incorporation op Results and Inporma- 

22 TION. — To the maximum extent practicable, the Adminis- 

23 trator shall incorporate the results of, and information ob- 

24 tained from, successful projects under this section into 

25 programs administered by the Administrator. 
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1 (e) Authorization op Appropriations. — There is 

2 authorized to be appropriated to e&rry out this section 

3 $20,000,000 for each of fiscal years 2003 through 2007. 

4 SEC. 303. RATE STUDY. 

5 (a) I.N General. — Not later than 2 years after the 

6 date of enactment of this Act, the National Academy of 

7 Sciences shall complete a study of the public water system 

8 and treatment works rate structures for communities in 

9 the United States selected by the Academy in accordance 

10 with subsection (c). 

1 1 (b) Required Elements. — 

12 (1) Rates. — The study shall, at a minimum — 

13 (A) determine whether public water system 

14 and treatment works rates for communities in- 

15 eluded in the study adequately address the cost 

16 of service, including funds necessary to replace 

17 infrastmcture; 

18 (B) identify the manner in which the pub- 

19 lie water system and treatment works rates 

20 were determined; 

21 (C) determine the manner in which cost of 

22 service is measured; 

23 (D)(i) survey existing practices for estab- 

24 lishing public water system and treatment 

25 works rates; and 
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(ii) identify any commonalities in factors 
and processes used to evaluate rate systems and 
make related decisions; and 

(E) recommend a set of best industiy prac- 
tices for public water sj^stems and treatment 
works for use in establishing a rate structure 
that— 

(i) adequately addresses the true cost 
of service; and 

(ii) takes into consideration the needs 
of disadvantaged indi\iduals and commu- 
nities. 

(2) x'Vfpx)rd.\bility. — The study shall, at a 
minimum — 

(A) identify existing standards for afford- 
ability; 

(B) determine the manner in which those 
standards are determined and defined; 

(C) determine the manner in which afford- 
ability varies with respect to communities of 
different sizes and in different regions; and 

(D) determine the extent to which afford- 
ability affects the decision of a community to 
increase public water sj’stem and treatment 
works rates (including the decision relating to 
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1 the percentage by which those rates should be 

2 increased). 

3 (3) Disadvantaged communities. — The 

4 study shall, at a minimum — 

5 (A) survey a cross-section of States rep- 

6 resenting different sizes, demographics, and 

7 geographical regions; 

8 (B) describe, for each State described in 

9 subparagraph (A), the definition of “disadvan- 

10 taged community” used in the State in carrying 

1 1 out projects and activities under the Safe 

12 Drinking Water Act (42 U.S.C. 300f et seq.); 

13 (C) review other means of identifying the 

14 meaning of the ter-rn “disadvantaged”, as that 

15 term applies to comrnurrities; 

16 (D) detennine which factor-s and character- 

17 isties are required for a community to be con- 

18 sidered “disadvantaged”; and 

19 (E) evaluate the degree to which factors 

20 such as a reduction in the tax base over a pe- 

21 riod of time, a reduction in population, the loss 

22 of an industrial base, and the existence of areas 

23 of concentrated poverty are taken into account 

24 in determining whether a community is a dis- 

25 advantaged community. 
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1 (c) Selection op Communities.— T he National 

2 Academy of Sciences shall select communities, the public 

3 water system and treatment works rate structures of 

4 which are to be studied under this section, that include 

5 a cross section of communities representing various popu- 

6 lations, income levels, demographics, and geographical re- 

7 gions. 

8 (d) Report to Congress. — On completion of the 

9 study under this section, the National Academy of 

10 Sciences shall submit to Congress a report that describes 

1 1 the results of the study. 

12 (e) Authorization op Appropriations. — There is 

13 authorized to be appropriated to carry out this section 

14 $1,000,000 for each of fiscal years 2003 and 2004. 

1 5 SEC. 304. EFFECTS ON POLICIES AND RIGHTS. 

16 (a) In GeneiuvIj. — Nothing in this Act — 

17 (1) impairs or otherwise affects in any way, any 

18 right or jurisdiction of any State with respect to the 

19 water (including boundaiy water) of the State; 

20 (2) supersedes, abrogates, or otherwise impairs 

21 the authority of any State to allocate quantities of 

22 water within areas under the jurisdiction of the 

23 State; or 
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1 (3) supersedes or abrogates any right to any 

2 quantity or use of water that has been established 

3 by any State. 

4 (b) State Water Rights. — N otwithstanding any 

5 otiier provision of law, wtli respect to the implementation 

6 of this Act and amendments made by this Act — 

7 (1) the management of and control over water 

8 in a State shall be subject to and in accordance with 

9 the laws of the State in which the water is located; 

10 (2) Congress delegates to each State the au- 

1 1 thority to regnlate water of the State, including the 

12 authority to regulate water in interstate commerce 

13 (including regulation of usufructuary i-ights, trade, 

14 and transportation); and 

15 (3) the United States, and any agency or officer 

16 on behalf of the United States, may exercise man- 

17 ageraent and control over water in a State only in 

18 compliance with the laws of the State in which the 

19 water is located. 

20 TITLE IV— WATER RESOURCE 

21 PLANNING 

22 SEC. 401. FINDINGS. 

23 Congress finds that — 

24 (1) there is ever-growang demand and eornpeti- 

25 tion for water from many .segments of society, in- 
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eluding municipal users, agriculture, and critical eco- 
systems; 

(2) population giwvth in the United States will 
continue to place increasing pressure on the water 
supply of the United States; 

(3) because sources of w^ater do not follow polit- 
ical boundaries — 

(A) the availability of water is increasingly 
becoming a regional issue; and 

(B) it is more difficult to take action — 

(i) to monitor the state of w^ater re- 
sources; 

(ii) to prepare for water shortages or 
surpluses; 

(iii) to prevent the occurrence of 
water shortages or surpluses; or 

(iv) to respond to emergency situa- 
tions; 

(4) (A) water shortages or surpluses can — 

(i) impact public health; 

(ii) limit economic and agricultural devel- 
opment; and 

(iii) damage ecosystems; and 
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1 (B) the United States often suffers serious eeo- 

2 nomic and environmental losses from water short, - 

3 ages or surpluses; 

4 (5) there is no national policy to ensure an inte- 

5 grated and coordinated F^cderal strateg^^ to monitor 

6 the state of the water resources of the United 

7 States; 

8 (6) periodic assessments of the water resources 

9 of the United States are neecssarj'; and 

10 (7)(A) Congress has recognized and deferred to 

11 the States the authority to allocate and administer 

12 water within the borders of the States; 

13 (B) the courts have confirmed that this is an 

14 appropriate role for the States; and 

15 (C) Congi-ess should continue to defer to States 

16 on laws and regulations governing the appropriation, 

17 distribution, and control or use of water. 

1 8 SEC. 402. DEFINITION OF SECRETARY. 

19 In this title, the term “Secretary” means the Sec- 

20 retaiy of the Interior, acting through the Director of the 

21 United States Geological Survey. 

22 SEC. 403. ACTIONS. 

23 (a) Assessment. — 

24 (1) In geneRjMj. — N ot later than 2 years after 

25 the date of enactment of this Act, the Secretary' 
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1 shall conduct an assessment of the state of water re- 

2 sources in tlie United States. 

3 (2) Components. — The assessment shall, at a 

4 minimum' — 

5 (A) identify areas in the United States 

6 that are at significant risk for water .shortages 

7 or water surpluses, as those shortages or sur- 

8 pluses pertain to support of human or eeo- 

9 system needs, in — 

10 (i) the short term (1 throug'h 10 

11 years); 

12 (ii) the middle term (11 through 20 

13 years); and 

14 (iii) the long term (21 through 50 

15 years); and 

16 (B) identify areas in each categoiy de- 

17 scribed in subparagraph (A) in which water re- 

18 source issues cross political boundaries. 

19 (3) Report. — O n completion of the assess- 

20 ment, the Secretary shall submit to Congress a re- 

2 1 port that describes the results of the assessment. 

22 (b) Water Resource Research Priorities. — 

23 (1) In general. — The Secretary shall coordi- 

24 nate a process among Federal agencies (including 

25 the Emdronmental Protection Agency) to develop 
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1 and publish, not later than 1 year after the date of 

2 enaetment of this Act, a list of water resource re- 

3 search priorities that focuses on — 

4 (A) monitoring; and 

5 (B) improving the quality of the inforrna- 

6 tion available to State, tribal, and local water 

7 resource managers. 

8 (2) Use of list. — The list published under 

9 paragraph (1) shall be used by Federal agencies as 

10 a guide in making decisions on the allocation of 

1 1 water research funding. 

12 (c) Information DELitrERY System. — 

13 (1) In general. — The Secretary shall coordi- 

14 nate a process to develop an effective information 

15 delivery system to communicate information de- 

16 scribed in paragraph (2) to — 

17 (A) decisionmakers at the F'ederal, re- 

18 gional. State, tribal, and local levels; 

19 (B) the private sector; and 

20 (C) the general public. 

21 (2) Types op information. — The information 

22 referred to in paragraph (1) may include — 

23 (A) the results of the national water re- 

24 source assessment; 
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1 (B) a siimniaiy of the Federal water re- 

2 search priorities developed under subsection (b); 

3 (C) near real-time data and other inforraa- 

4 tion on water shortages and surpluses; 

5 (D) planning models for water shortages or 

6 surpluses (at various levels, such as State, rivei- 

7 basin, and watershed levels); 

8 (E) streamlined procedures for States and 

9 localities to interact with and obtain assistance 

10 from Federal agencies that perform water re- 

1 1 source functions; and 

12 (P’’) other materials, as determined by the 

13 Secretaiy. 

14 SEC. 404. REPORT TO CONGRESS. 

15 Not later than 2 years after the date of enactment 

16 of this Act, and everj' 2 years thereafter through fiscal 

17 year 2007, the Secretary shall submit to Congress a report 

1 8 on the implementation of this title. 

1 9 SEC. 405. AUTHORIZATION OF APPROPRIATIONS. 

20 There is authorized to be appropriated to the Sec- 

21 retaiy to carry out this title $3,000,000 for each of fiscal 

22 years 2003 through 2007, to remain available until ex- 

23 pended. 

O 
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107th congress 
1st Session 


S. 252 


To amend the Federal Water Pollution Control Act to authorize appropria- 
tions for State water pollution control revoking funds, and for other 
piiiposes. 


IN THE SENATE OP THE UNITED STATES 

February 6, 2001 

Mr. VoiNOm'H introduced the follo«-iug bill; which was i-ead twice and 
rofeiTcd to the Committee on Environment and Public Works 


A BILL 

To amend the Federal Water Pollution Control Act to au- 
thorize apiiropriations for State water pollution control 
revolving funds, and for other purposes. 

1 Be it enacted by the Senate and House of Representa- 

2 fives of the United States of America in Congress assembled, 

3 SECTION 1. SHORT TITLE. 

4 This Act may be cited as the “Clean Water Infra- 

5 structure Financing Act of 2001”. 

6 SEC. 2. GENERAL AUTHORITY FOR CAPITALIZATION 

7 GRANTS. 

8 Section 601(a) of the Federal Water Pollution Con- 

9 trol Act (33 U.S.C. 1381(a)) is amended b.y striking “(1) 
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1 for construction” and all that follows through the period 

2 at the end and inserting “to accomplish the purposes of 

3 this Act.”. 

4 SEC. 3. CAPITALIZATION GRANTS AGREEMENTS. 

5 (a) Requirements foe Construction op Trbat- 

6 ment Works. — Section 602(b)(6) of the Federal Water 

7 Pollution Control Act (33 U.S.C. 1382(b)(6)) is 

8 amended — 

9 (1) by striking “before fiscal year 1995”; and 

10 (2) by striking “201(b)” and all that follows 

1 1 through “218,” and inserting “211,”. 

12 (b) (jUIDANce for S^L\LL Systems. — Section 602 

13 of the Federal Water Pollution Control Act (33 U.S.C. 

14 1382) is amended by adding at the end the following: 

15 “(c) Guidance for S.malij Systems. — 

16 “(1) Simplified procedures. — Not later than 

17 1 year after the date of enactment of this sub- 

18 section, the Administrator shall assist the States in 

19 establishing simplified procedures for small systems 

20 to obtain assistance under this title. 

21 “(2) Publication op manual. — Not later 

22 than 1 year after the date of enactment of this sub- 

23 section, after providing notice and opportunity for 

24 public comment, the Administrator shall publish — 
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1 “(A) a manual to assist small systems in 

2 obtaining assistance under this title; and 

3 “(B) in the Federal Register, notice of the 

4 availability of the manual. 

5 “(3) Definition op small system.— I n this 

6 title, the term ‘small system’ means a system for 

7 which a municipality or intermunidpal, interstate, or 

8 State agency seeks assistance under this title and 

9 that sen'es a population of 20,000 or fewer inhab- 

10 itants.”. 

1 1 SEC. 4. WATER POLLUTION CONTROL REVOLVING FUNDS. 

12 (a) Acthtties Eligible for Assistance. — Sec- 

13 tion 603 of the Federal Water Pollution Control Act (33 

14 U.S.C. 1383) is amended by striking subsection (e) and 

15 inserting the following: 

16 “(e) Acthtties Eligible for Assistan’GE. — 

17 “(1) In gener,\l. — The water pollution control 

18 revohing fund of a State shall be used only for pro- 

19 \iding financial assistance for acthities that have, as 

20 a principal benefit, the improvement or protection of 

21 the wmter quality of nadgable w'aters to a munici- 

22 pality, intermunicipal, interstate, or State agency, or 

23 other person, including acthities such as — 

24 “(A) constraction of a publicly owned 

25 ti-eatmcnt works; 
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“(B) implementation of lake protection 
programs and projects under section 314; 

“(C) implementation of a nonpoint source 
management program under section 319; 

“(D) implementation of an estuary- con- 
servation and management plan under section 
320; 

“(E) restoration or protection of publicly 
01 ' privately owned riparian areas, including ac- 
quisition of property rights; 

“(P) implementation of measures to im- 
prove the efficiency of public water use; 

“(G) development and implementation of 
plans by a public recipient to prevent water pol- 
lution; and 

“(H) acquisition of land necessarj' to meet 
any mitigation requirements related to con- 
stniction of a publicly owned treatment works. 
“(2) Fund amounts. — 

“(A) Repayments. — The water pollution 
control revolving fund of a State shall be estab- 
lished, maintained, and credited with repay- 
ments. 

“(B) Availability. — The balance in the 
fund shall be available in perpetuity for pro- 
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1 viding financial assistance described in para- 

2 graph (1). 

3 “(C) Pees. — P ees charged by a. State to 

4 recipients of the assistance may be deposited in 

5 the fund and may be used only to pay the cost 

6 of administering this title.”. 

7 (b) Extended Repayment Period for Pinan- 

8 CLU.JLY Distressed CommunitiBkS. — Section 6()3(d)(l) 

9 of the Pederal Water Pollution Control Act (-33 U.S.C. 

10 1383(d)(1)) is amended— 

11 (1) in subparagraph (A), by inserting after “20 

12 years” the following: “or, in the case of a financially 

13 distressed community, the lesser of 40 years or the 

14 expected life of the project to be financed with the 

15 proceeds of the loan”; and 

16 (2) in .subparagi-aph (B), by striking “not later 

17 than 20 years after project completion” and insert- 

18 ing “on the expiration of the term of the loan”. 

19 (c) Loan GUiVRjVNTEES. — Section 603(d) of the Ped- 

20 era! Water Pollution Control Act (33 U.S.C. 1383(d)) is 

21 amended by striking paragraph (5) and inserting the fol- 

22 lowing: 

23 “(5) to provide loan guarantees for — 

24 “(A) similar i-evoKing funds established by 

25 municipalities or intermunieipal agencies; and 
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1 “(B) developing and implementing innova- 

2 tive technologies;”. 

3 (d) ADMixiSTitATm3 Expenses. — S ection 603(d)(7) 

4 of the Federal Water Pollution Control Act (33 IJ.S.C. 

5 1383(d)(7)) is amended by inserting before the period at 

6 the end the following: “or the greater of $400,000 per year 

7 or an amount equal to ¥2 percent per year of the current 

8 valuation of the fund, plus the amount of any fees col- 

9 lected by the State under sub.section (c)(2)(C)”. 

10 (e) Technic.\l and Pd^nning Assistance for 

11 Small Systems. — S ection 603(0) of the Federal Water 

12 Pollution Control Act (33 U.S.C. 1383(d)) is amended — 

13 (1) in paragraph (6), by striking “and” at the 

14 end; 

15 (2) in paragraph (7), by striking the period at 

16 the end and inserting “; and”; and 

17 (3) by adding at the end the following: 

18 “(8) to pimnde to small systems technical and 

19 planning assistance and assistance in financial man- 

20 agement, user fee analysis, budgeting, capital im- 

21 provement planning, facility operation and mainte- 

22 nance, repair schedules, and other acth'ities to im- 

23 prove wastewater treatment plant operations, except 

24 that the amounts used under this paragraph for a 

25 fiscal year shall not exceed 2 percent of all grants 
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1 provided to the fund for the fiscal year under this 

2 title.”. 

3 (f) Consistency With PiiANNiNG Reqtjire- 

4 MENTS. — Section 603(f) of the Federal Water Pollution 

5 Control Act (33 IJ.S.C. 1383(f)) is amended by striking 

6 “is consistent” and inserting “is not inconsistent”. 

7 (g) Construction Assistance. — Section 603 of the 

8 Federal Water Pollution Control Act (33 U.S.C. 1383) is 

9 amended by striking subsection (g) and inserting the fol- 

1 0 lowing: 

11 “(g) Construction Assistance. — 

12 “(1) Priority list requirement. — The State 

13 may pro\ide financial assistance from the water pol- 

14 lution control revolving fund of the State for a 

15 project for construction of a publicly ownied treat- 

16 ment works only if the project is on the priority list 

17 of the State undei- section 216, without regard to 

1 8 the rank of the project on the list. 

19 “(2) Eligibility of certain treatment 

20 WORKS. — ^A treatment vrorks shall be treated as a 

21 publicly owned treatment works for purposes of sub- 

22 section (c) if the treatment works, without regard to 

23 ownership, would be considered a public^ owned 

24 treatment woi’ks and is principally treating munic- 

25 ipal waste water or domestic sewage.”. 
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1 (h) Principal Subsidisation. — ^Seetion 603 of the 

2 Federal Water Pollution Control Act (33 U.S.C. 1383) i.s 

3 amended by adding at the end the following: 

4 “(i) Principal Subsidization. — 

5 “(1) In general. — Subject to paragraph (2), 

6 in a case in which a State makes a loan under sub- 

7 section (d)(1) to a financially distressed community, 

8 the State may provide additional subsidization to the 

9 loan recipient (including forgiveness of principal). 

10 “(2) Limitation. — For each fiscal year, the 

1 1 total amount of loan subsidies made by a State 

12 under this subsection shall not exceed 30 percent of 

13 the amount of the capitalization grant received by 

14 the State for that fiscal year. 

15 “(j) Information To Assist States. — T he Admin- 

16 istrator may publish information to assist States in estab- 

17 lishing the affordability criteria referred to in subsection 

18 (1). 

19 “(k) Priority. — In making a loan under this section, 

20 a State may give priority to a financially distressed com- 

2 1 munity. 

22 “(1) Definition op Pinanciai^ly Distressed 

23 Community. — In this section, the term ‘financially dis- 

24 tressed community’ means any community that meets af- 

25 fordability criteria that are — 
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1 “(1) established by the State in which the com- 

2 munity is located; and 

3 “(2) developed after public review and coni- 

4 meiit.”. 

5 SEC. 5. AUTHORIZATION OF APPROPRIATIONS. 

6 Section 607 of ttie Federal Water Pollution Control 

7 Act (33 U.S.C. 1387) is amended by striking “the fol- 

8 lowing sums;” and all that follows through the period at 

9 the end of paragraph (5) and inserting “$3,000,000,000 
10 for each of fiscal years 2002 through 2006.”. 

O 
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WATER INVESTMENT ACT, S. 1961, AND 
OTHER WATER INFRASTRUCTURE BILLS 


THURSDAY, FEBRUARY 28, 2002 

U.S. Senate, 

Committee on Environment and Public Works, 
Subcommittee on Fisheries, Wildlife, and Water, 

Washington, DC. 

The committee met, pursuant to notice, at 9:30 a.m. in room 406, 
Senate Dirksen Building, Hon. Bob Graham (acting chairman of 
the subcommittee) presiding. 

Present: Senators Graham, Reid, Clinton, Crapo, Chafee, and 
Jeffords [ex officio]. 

Also present: Senator Sarbanes. 

OPENING STATEMENT OF HON. BOB GRAHAM, U.S. SENATOR 
FROM THE STATE OF FLORIDA 

Senator Graham. I will call the hearing to order. We will soon 
be joined by the ranking member. Senator Crapo. 

Last March, this subcommittee began a series of hearings and 
meetings on the nation’s water infrastructure needs. The Sub- 
committee on Fisheries, Wildlife, and Water continues our commit- 
ment to address the water infrastructure concerns of our nation 
with today’s legislative hearing. 

The focus of this hearing is going to be on S. 1961, the Water 
Investment Act of 2002. Witnesses are also asked to provide testi- 
mony on a number of related bills currently pending before the 
subcommittee. 

On February 15, I introduced the Water Investment Act with 
Senator Crapo, Senator Jeffords, and Senator Smith, in an attempt 
to address the critical challenges facing our nation’s wastewater 
and drinking water infrastructure. These problems include: funding 
levels, allocation of funds, water supply, project prioritization, and 
project planning and management. 

Specifically, this legislation authorizes $35 billion over 5 years to 
assure the financial and environmental sustainability of our na- 
tion’s water programs. In addition, we have revised the allocation 
formula for Federal money under the State Revolving Fund Pro- 
grams to reflect a needs-based approach. I think that these two fac- 
tors are crucial if we are to succeed in maintaining the nation’s ex- 
isting infrastructure and planning for our future needs. 

The Water Investment Act also encourages smart planning by as- 
suring that communities look at regional transportation plans, land 
use plans, and watershed plans. From the perspective of my State 
of Florida, one of the most improvement provisions of the bill is the 
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analysis of water supply and drought information. This information 
will he compiled by the Federal Government and shared with State 
and local governments, so that we can more adequately prepare for 
our future water needs. This represents a recognition on the part 
of the Federal Government that our water supply is becoming an 
increasingly precious and frequently threatened resource. Sections 
of our country that had an abundance of water are now looking at 
restrictions. 

This legislation moves us toward suggestions of ways in which 
the supplies we have can be used more effectively while new sup- 
plies are being developed. The Water Investment Act represents 
the culmination of a year of hearings, meetings, correspondence 
with national organizations and other governmental entities. The 
bill responds to the pleas we have heard from those organizations 
to fund our nation’s looming water infrastructure needs. 

In closing, I wish to thank my friend and colleague on this sub- 
committee, Senator Crapo, as well as our chair and ranking mem- 
bers, Senators Jeffords and Smith, and the staff for all the work 
that they have put into the Water Investment Act. I look forward 
to hearing from the witnesses about the specific provisions of this 
legislation, as well as other legislation relating to water infrastruc- 
ture which has been referred to this subcommittee. 

[The prepared statement of Senator Graham follows:] 

Statement of Hon. Bob Graham, U.S. Senator from the State of Florida 

Last March, this subcommittee began a series of hearings and meetings on our 
nation’s water infrastructure needs. The Subcommittee on Fisheries, Wildlife and 
Water continues our commitment to address water infrastructure concerns with to- 
day’s legislative hearing. 

Although the focus of this hearing is S. 1961, the Water Investment Act of 2002, 
witnesses are also asked to provide testimony on a number of related bill currently 
pending before the subcommittee. 

On February 15, I introduced the Water Investment Act with Senator Crapo, Sen- 
ator Jeffords, and Senator Smith in an attempt to address the critical challenges 
facing our nation’s wastewater and drinking water infrastructure. These problems 
include funding levels, allocation of funds, water supply, project prioritization, and 
project planning and management. Specifically, the bill authorizes $35 billion over 
5 years to ensure the financial and environmental sustainability of our water pro- 
grams. 

In addition, we have revised the allocation formula for Federal money under the 
SRF programs to reflect a needs-based approach. I think that these two factors are 
crucial if we are to succeed in maintaining the nation’s existing infrastructure and 
planning for our future needs. 

The Water Investment Act also encourages smart planning by ensuring that com- 
munities look at regional transportation plans, land use plans, and watershed plans. 
From the perspective of Florida, one of the most important provisions of the bill is 
the analysis of water supply and drought information. This information will be com- 
piled by the Federal Government and shared with State and local governments so 
that we can more adequately prepare for our future water needs. This represents 
recognition on the part of the Federal Government that our water supply is becom- 
ing an increasingly precious resource. 

Sections of the country that had an abundance of water are now looking at restric- 
tions. This legislation moves us toward suggestions of ways in which the supplies 
we have can be used more effectively and new supplies can be developed. 

The Water Investment Act represents the culmination of a year of hearings, meet- 
ings, and correspondence with national organizations and government entities. The 
bill responds to the pleas that we have heard from these organizations to fund our 
nation’s looming water infrastructure needs. 

In closing, I want to thank Senator Crapo, Senator Jeffords, Senator Smith and 
their staffs for all of their work on The Water Investment Act I look forward to 
hearing from the witnesses about the specific provisions in this legislation. 
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Senator Graham. Senator Crapo, did you have an opening state- 
ment? 


OPENING STATEMENT OF HON. MICHAEL D. CRAPO, 

U.S. SENATOR FROM THE STATE OF IDAHO 

Senator Crapo. Yes, thank you very much, Mr. Chairman. I had 
the opportunity to give a full opening statement on Tuesday, so I’ll 
confine myself to just a few remarks right now. 

Once again, I want to welcome our witnesses to this hearing. 
Your review and comments on S. 1961, the Water Investment Act, 
will he of great use to this subcommittee as we work to perfect and 
advance this legislative proposal. As you know, S. 1961 is the re- 
sult of several years of discussions and work by this subcommittee 
and is in response to the many issues that you and others have 
raised. 

Although the legislation cannot accommodate all of the requests 
that have been made, I believe it represents an important improve- 
ment in our current infrastructure statutes by modernizing State 
Revolving Fund Programs to ensure assistance is effectively di- 
rected to public health and water quality needs, assisting commu- 
nities in need, and enhancing the capabilities of smaller systems to 
better serve the public, and ensuring the enhanced Federal invest- 
ments in State assistance programs are matched by appropriate ac- 
countability by those who manage and receive funding. These are 
strong guiding principles and ones that we should commit our- 
selves to as S. 1961 moves through the legislative process. 

Being the result of a strong collaborative process, S. 1961 recog- 
nizes this with an increased Federal investment to assist commu- 
nities to meet their public health and environmental needs. Simply 
put, the legislation is possibly the most environmentally significant 
legislation that we’ll handle in Congress this year. 

I know I can speak for all of us on the subcommittee that we wel- 
come your thoughts on the bill as witnesses, as well as any con- 
structive improvements that can be made. 

Mr. Chairman, I want to thank you for being willing to work 
with us. There were a lot of issues that we had to resolve. I think 
we did come together in a good compromise with collaboration that 
did come forward with a good, strong bill. I appreciate the work 
that we have been able to do together on this legislation. Thank 
you very much. 

Senator Graham. Senator, I appreciate those gracious words, and 
I reciprocate in the way in which you and those who have rep- 
resented you have worked so effectively toward the goal of getting 
legislation that will be of assistance to the nation in one of its most 
critical resource areas. 

Senator Crapo. Thank you. 

Senator Graham. We’ve been joined by two other members of the 
subcommittee. Senator Reid of Nevada and Senator Clinton of New 
York. 

Do you have an opening statement? 



216 


OPENING STATEMENT OF HON. HARRY REID, U.S. SENATOR 
FROM THE STATE OF NEVADA 

Senator Reid. I do have a brief opening statement, Mr. Chair- 
man. I apologize to my friend from Maryland for having you wait, 
but I appreciate also the work that you and Senator Crapo have 
done — and not only the work that you have done, but the timing 
in drafting this water infrastructure bill. This is so important. 

It will not only help us provide clean and safe water across our 
nation, but it will also be a major catalyst for new jobs. Major in- 
frastructure projects generate good jobs. For every billion dollars 
we invest, we create approximately 42,000 new jobs. During our de- 
bate on the Economic Stimulus Package, I argued that we needed 
a major new investment in our communities, and that infrastruc- 
ture funding was the key to stimulating that investment. 

After September 11th, Nevada’s tourism industry suffered tre- 
mendously as tens of thousands of workers lost their jobs. Then, as 
well as now, we need to stimulate investment that will create jobs. 
Infrastructure investment is one of the best ways to create jobs in 
Nevada and the rest of the country. So I’m glad to see this com- 
mittee picking up where that debate has been on the Senate floor. 

I want to mention two ways in which I think we can improve this 
bill. First, it’s critically important that the bill be modified to in- 
clude comprehensive Davis-Bacon prevailing wage rate protections. 
There were a lot of things said about these protections during the 
Tuesday hearing on this water bill. The main argument used by 
those opposed to such protection was that the market alone should 
determine wages in our communities. The first response to this ar- 
gument is Davis-Bacon, named after two Republicans. Prevailing 
wage protections are set by the Labor Department, which cal- 
culates then based on the prevailing wages in that community. 

The timely response, however, is that we have recently relearned 
a very powerful lesson about the market. Enron shows us what 
happens when we leave the protection of our workers completely in 
the hands of the market. 

The second important issue relates to the needs of our small 
communities in providing safe, affordable drinking water. There 
was a lot of heated debate and conflicting views last year about the 
Bush Administration’s response to the arsenic rule, but one area 
where there seemed to be consensus was that we need to help our 
smaller communities comply with new drinking water require- 
ments. 

While S. 1961 makes several great improvements to the Drinking 
Water Act Revolving Loan Fund, small communities can’t afford to 
use them. They need more traditional grants to get some of the im- 
portant work done. In response to that, I introduced the Small 
Community Drinking Water Funding Act with Senator Ensign to 
provide grants to help small communities comply with this and 
other drinking water requirements. Treating small communities 
differently than large ones makes sense, and this grant component 
of this legislation should be added to S. 1961. 

Why? As some of my colleagues know, the per-household cost of 
providing water infrastructure improvements in small communities 
is four times greater than the large communities. Part of the rea- 
son for this is that there are just so many small systems across our 
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nation. In Nevada, for example, upwards of 98 percent of the sys- 
tems are small, another reason that smaller communities have a 
much smaller tax base to share in the cost of these expensive im- 
provements. 

So, again, I thank you both very much for your leadership. I 
would hope that when we report this bill next week, we can include 
the Davis-Bacon prevailing wage protection and also that part of 
my bill that I talked about earlier. 

Senator Graham. Thank you. Senator. Senator Clinton. 

OPENING STATEMENT OF HON. HILLARY RODHAM CLINTON, 
U.S. SENATOR FROM THE STATE OF NEW YORK 

Senator Clinton. Thank you, Mr. Chairman. Mr. Chairman, I 
want to thank you and the ranking member for the extraordinary 
work you’ve done on this legislation. I appreciate your holding this 
hearing. I apologize, I was not able to be here for the Tuesday 
hearing, but I know that a number of important points were made 
at that hearing as well. I want to associate myself with the re- 
marks made then by Senator Voinovich about the need to not just 
authorize, but appropriate the funding required for our nation’s 
water infrastructure. I would like to associate myself also with the 
remarks made by the distinguished Senator from Nevada, because 
I agree with him on both counts with respect to Davis-Bacon and 
with respect to the difficulty small communities face. 

I represent a State that, according to EPA’s 1999 Drinking Water 
Infrastructure Needs Survey, has the highest current and total in- 
frastructure needs when it comes to complying with Federal drink- 
ing water regulations. Now some of that is because we’ve been 
around a long, long time. Unlike some of the States that developed 
in the 20th century, we have communities that go back to the 17th 
century. Unfortunately, we have some water infrastructure that 
seems like it goes back that far, although it’s probably only about 
a 100-plus years old. 

We have the highest clean water infrastructure needs in the 
country, $16 billion, and that’s according, also, to the 1996 EPA 
Clean Water Needs Survey. If you look at the total drinking water 
infrastructure, both current and total, we have $10.5 billion and 
$13.1 billion in needs. So we have a lot to gain and possibly even 
more to lose with respect to getting this water legislation reauthor- 
ized and getting sufficient funds appropriated. 

We have seen the results of inadequate infrastructure invest- 
ment. In the Long Island Sound, for example, we have rather se- 
vere water quality problems because we have not had sufficient ef- 
fective wastewater treatment coming out of New York City into the 
Long Island Sound. Some of you have learned about that issue and 
have followed it, and that’s only one of many of comparable prob- 
lems that we currently face in New York. 

I think that one way that we can demonstrate the commitment 
that this committee feels toward this important issue is to recog- 
nize that having clean drinking water, having adequate wastewater 
treatment infrastructure, shouldn’t even be debatable. We’ve al- 
ways been so fortunate in our country that, historically, we have 
been able to turn on the tap and drink the water, and when we 
traveled out of our country and went to other places, one of the 
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things we often learned was we couldn’t do that. We didn’t have 
those kinds of difficulties that other places faced. Although we 
didn’t have the total national infrastructure commitment that we 
needed, we certainly did better than any place I’m aware of We’re 
in danger of losing that tremendous investment and the kind of 
commitment to the health and safety that people should be able to 
take for granted. 

So I want to thank you again, Mr. Chairman, for the work that 
you’ve done on a bipartisan basis to ensure that Americans and 
New Yorkers continue to enjoy the cleanest, safest water in the 
world, both by providing the necessary authorization and the nec- 
essary resources. They have to go hand-in-hand or we’re just going 
to get further and further behind in the effort to try to make sure 
we make good on the promise of clean water here in our country. 
Thank you, Mr. Chairman. 

Senator Graham. Thank you very much. 

Senators, our first witness today is our colleague. Senator Sar- 
banes, who is here to testify on legislation that he has introduced 
relative to Chesapeake Bay, one of America’s beautiful and most 
productive water areas. 

Senator Sarbanes. 

STATEMENT OF HON. PAUL S. SARBANES, U.S. SENATOR FROM 
THE STATE OF MARYLAND 

Senator Sarbanes. Well, thank you very much, Mr. Chairman, 
Senator Crapo, Senator Clinton. I appreciate this opportunity to 
testify in the context of your consideration of S. 1961, the Water 
Investment Act, about S. 1044, the Chesapeake Bay Watershed Nu- 
trient Removal Assistance Act, which Senator Mikulski and I, Sen- 
ators Warner and Allen of Virginia, and Senators Specter and 
Santorum of Pennsylvania have introduced. 

At the outset, I want to commend you and the other members of 
the committee for focusing this attention on our nation’s clean 
water infrastructure needs. The issue is of vital importance to my 
State, and, indeed, it’s of vital importance to the country, and I 
very much welcome the attention you have brought to it and the 
indication of a very prompt schedule for acting. 

Despite improvements over the past two decades, Maryland — 
and, indeed, the entire Chesapeake Bay region — still face very sig- 
nificant water quality problems and needs. In December 2001, a 
Task Force on Upgrading Sewage Systems, commissioned by Gov- 
ernor Glendening of Maryland, completed an assessment of the cost 
to implement needed sewerage requirements, to address combined 
sewer overflows, sanitary sewer overflows, and other upgrades of 
wastewater treatment plants throughout Maryland, and identified 
$4.3 billion of capital needs. 

Maryland’s most recent allotment under the Clean Water Act 
State Revolving Loan Fund was $32.5 million — $4.3 billion just in 
this survey, let alone other concerns — as opposed to $32.5 million, 
and even when combined with State and local funds, the Task 
Force report estimates a gap of $80 to $140 million a year in need- 
ed sewerage infrastructure spending. 
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Clearly, continuing and enhancing the State Revolving Loan 
Fund is a vital part of the assistance which is required, and I com- 
mend the committee’s efforts in that regard. 

Before I turn to the Bay bill specifically, let me just say a word 
about S. 1961 and the formula in there under Needs Survey to De- 
termine State Apportionment. I would hope the subcommittee 
could consider a couple of what I regard as complicating factors. 

One is the Needs Survey was designed for traditional sewer 
needs. It doesn’t account very well for restoration and reconstruc- 
tion, which is, of course, particularly a problem in older States and 
older systems; and stormwater and non-point source control needs, 
which are difficult to quantify. Moreover, it may end up — and I 
think we need to look at this — penalizing States which have 
worked aggressively to upgrade sewage treatment facilities by uti- 
lizing State funds and overmatching Federal Revolving Loan 
Funds. In other words, if we have worked very hard to do a good 
job in the past and met some of our needs, so we reduce the need 
level, and other States have done nothing, then we revise the for- 
mula. I think we have to take that into consideration, to make 
some adjustment or accommodation to extra effort which may have 
taken place. So I hope some of these broader water quality meas- 
ures can be factored in as the committee works toward addressing 
the formula under which the State Revolving Loan Fund will be de- 
termined. 

Now in the Chesapeake Bay watershed, we face a special chal- 
lenge of finding ways to further reduce the level of nitrogen and 
phosphorous in wastewater effluent. Nutrient over-enrichment 
from both point and non-point sources remains the most serious 
pollution problem facing the Chesapeake Bay. In 1987, the Gov- 
ernors of Maryland, Virginia, Pennsylvania, the Chesapeake Bay 
Commission, the Mayor of the District of Columbia, and the Ad- 
ministrator of the EPA, acting on behalf of the Federal Govern- 
ment, signed a Chesapeake Bay Agreement which set a goal of a 
40 percent reduction of nitrogen and phosphorous loads to the main 
stem of the Bay by the year 2000. That was the most ambitious 
voluntary commitment for restoring water quality projected in any 
region of the country. 

During that 13-year period, tremendous efforts and investments 
were made by all the jurisdictions in upgrading sewage treatment 
plants as well as implementing best management practices on agri- 
cultural lands to meet that goal. I want to commend the farmers 
in those States for their response to this initiative in terms of co- 
operating on the best management practices approach. 

Two years ago, the States and the Federal Government con- 
ducted an extensive evaluation of cleanup progress since the 1980’s 
and determined, unfortunately, that we have fallen considerably 
short of the 40 percent reduction goal. Estimates, through the use 
of computer models, indicated that although nitrogen loads deliv- 
ered to the Bay and all its tributaries declined by nearly 53 million 
pounds a year and phosphorous loads declined nearly 7 million 
pounds a year, that we were still well short, 21 million pounds on 
nitrogen loads and 3 million pounds on phosphorous, from the 2000 
goal. 
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In 2000, a new Chesapeake Bay Agreement was signed, reaffirm- 
ing the 40 percent nutrient reduction goal agreed to in 1987 and 
committing the signatories to go well heyond that to correct all nu- 
trient-related problems by the year 2010. But we need Federal 
funds in significant amounts for the wastewater treatment plant 
upgrades that are required. 

Recent modeling of the EPA’s Bay Program found that total nu- 
trient pollution must be further reduced by more than 45 percent 
from current levels to restore the Bay and its tributaries to health. 
Municipal wastewater treatment plants, in particular, can be a 
major source of those needed reductions. 

Now, as you can see from this map, there are approximately 300 
major wastewater treatment plants in the Chesapeake Bay Water- 
shed. Now, Mr. Chairman and members of the committee, maybe 
you can’t see it by this map because those red dots are kind of 
small, but on that map everywhere you see sort of a name and a 
red dot, that’s a wastewater treatment plant, major plant. They 
contribute about 60 million pounds of nitrogen per year. They dis- 
charge typically 18 milligrams per liter of nitrogen in their effluent. 
Some 71 of them have been upgraded with some form of nutrient 
removal technology to reduce nitrogen concentrations to about 8 
milligrams per liter. We can upgrade them under the state-of-the- 
art technology where we get them down to where they produce 3 
milligrams per liter. That, obviously, would make an enormous im- 
pact on this nitrogen removal problem. 

The legislation which Senators Mikulski, Warner, Allen, Specter, 
Santorum, and I have sponsored would establish a grants program 
to encourage States and municipalities in the six-State Bay Water- 
shed to go the extra mile and install nutrient-reduction tech- 
nologies at major wastewater treatment facilities. Our legislation 
would provide grants for 55 percent of the capital cost of upgrading 
the plants. We estimate the total cost would be about $1.2 billion. 
So the Federal share would be slightly over half of that; the rest 
of it would have to be provided at the State and local level. 

This effort would be the most reliable, the most immediate, and 
the most cost-effective way to reduce nutrient loads on the Chesa- 
peake Bay. Mr. Chairman, I think it’s pretty obvious that if we’re 
going to achieve our long-run objectives, we need Federal assist- 
ance in upgrading these sewage treatment plants, reducing the nu- 
trient loads. The States can’t do it alone, particularly given the 
interstate nature of the pollution problem facing the Chesapeake 
Bay. 

We regard the Bay as a unique national resource. It’s the largest 
and most productive estuary in the country, has a watershed en- 
compassing 64,000 square miles and parts of six States and the 
District of Columbia. Its unique ecological features combine with 
its tremendous economic and cultural importance to make it a re- 
source that deserves national protection. I’m reminded of the Flor- 
ida Everglades as I think of unique resources that require national 
commitment and a national protection effort. 

I very much hope that the committee can see its way clear to ap- 
prove this measure and include it in the legislation it’s considering 
reporting to the floor of the Senate. 



221 


Thank you very much, Mr. Chairman, for the opportunity to ap- 
pear before you today on this important issue. 

Senator Graham. Thank you very much. Senator, you are not 
only unusually persuasive, but your selection of analogies helped to 
explain the significance of your proposal. 

[Laughter.] 

Senator Graham. Let me just ask a couple of factual questions. 
What is the share of the nutrient discharge into the Chesapeake 
that comes from point source such as wastewater treatment plants 
or industrial or other facilities, and how much comes from non- 
point runoff from agriculture and other such sites? 

Senator Sarbanes. I am not sure I have those exact figures in 
front of me. The point source is the easiest, obviously, to get it, be- 
cause it can be identified, and that’s why we’re focusing on these 
wastewater treatment plants which are, of course, spread through- 
out the Bay. 

We also do have a very aggressive program to try to address non- 
point source pollution, but that’s more difficult. That’s harder to 
quantify, and it’s harder to get at. It requires, of course, the co- 
operation of literally thousands and thousands of people. But I’ll 
try to get the exact figures for you and submit it. Well, I’m told 
that point sources, including industrial and sewage treatment, 
make up 25 to 30 percent of the total nutrient load coming into the 
Bay from all sources, but we focus on that because it’s the most 
easily located and identified, and the quickest to get at, and we 
have a very good technology for bringing about these very signifi- 
cant improvements. 

As I said, we’re now at the 18 milligrams per liter. We reduced 
that by upgrading the technology to 8, and we now have state-of- 
the-art technology where, if we take the facilities up to that level, 
we can reduce it to 3 milligrams per liter, which is obviously a 
huge improvement over where most of these plants now find them- 
selves. 

Senator Graham. Senator Crapo. 

Senator Crapo. Thank you, Mr. Chairman. I don’t have any fur- 
ther questions. I appreciate Senator Sarbanes bringing this impor- 
tant issue to our attention. 

Senator Graham. Thank you very much. Senator. We will look 
forward to working with you as we proceed with S. 1961. 

Senator Sarbanes. Yes, we would certainly place ourselves at 
the call of the committee. We’re very anxious to work with you both 
on S. 1961 and the inclusion of this as well. Thank you very much. 

Senator Graham. Our second panel consists of Mr. Robert 
Hirsch, Associate Director of Water, U.S. Geological Survey. Mr. 
Hirsch, thank you very much. 

STATEMENT OF ROBERT HIRSCH, ASSOCIATE DIRECTOR OF 
WATER, U.S. GEOLOGICAL SURVEY 

Mr. Hirsch. Thank you, Mr. Chairman. Mr. Chairman and mem- 
bers of the subcommittee, thank you for the opportunity to testify 
today on S. 1961, the Water Investment Act of 2002. As you know, 
the mission of the U.S. Geological Survey is to provide scientific in- 
formation to support decisionmaking on issues of resources, envi- 
ronmental quality, and natural hazards. Information about water 
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has been a central part of our Agency’s mission throughout our 
123-year history. My remarks will be limited to Title IV of the bill, 
which relates to USGS. EPA has provided the administration’s 
views on the remainder of the bill. 

We agree that the role defined in Title IV of the bill is an appro- 
priate one for the USGS, but we would welcome an opportunity to 
work with the committee on the bill language to refine the assigned 
tasks for the USGS. Let me begin my remarks by providing some 
general context. 

Competition for water to meet the needs of families, commu- 
nities, farmers, and industries in many parts of the country is in- 
creasing, as are requirements to leave water in the streams to meet 
environmental and recreational needs. Information on water re- 
sources is needed to help inform decisions about potential changes 
in water policies and investments. 

In this regard, the USGS received a directive from Congress as 
part of the report on our Fiscal Year 2002 appropriations to pre- 
pare a report describing the scope and magnitude of efforts needed 
to provide periodic assessments of the status and trends in the 
availability and use of fresh water resources. Our efforts over the 
past 6 months in preparing that report have provided us with in- 
sights that may be useful to this subcommittee as it considers this 
legislation. 

In preparing our report to Congress, the USGS has solicited 
input from many individuals and organizations involved in issues 
of water availability and use. In response to our request, we re- 
ceived nearly 100 responses from the water management and policy 
communities. Two messages stood out. 

First, there was a consensus that a better set of water facts is 
needed for informed decisions related to water availability and use. 
National organizations, in particular, noted the need for consistent 
indicators of water availability across the nation. However, individ- 
uals representing State and local governments reminded us that 
many States have conducted extensive planning to quantify water 
availability and that the availability and use of water is largely a 
State, local, or tribal issue. 

Our report to the House Appropriations Committee is in the final 
stages of review at the present time. Based on the comments we 
received from others, we believe that the critical need is for regular 
reporting of indicators of the status and trends of storage volumes, 
flow rates, and uses of water nationwide. This information is not 
available in an up-to-date, nationally comprehensive and integrated 
form at the present time. 

An assessment such as called for in this bill would need to rely 
on up-to-date, nationally consistent indicators that would reflect 
the status in surface water flows and storage, groundwater levels 
and storage, and water use. Currently, the USGS provides a num- 
ber of assessment-type streamflow products on daily, weekly, and 
monthly time scales. Under a new program such as called for in 
this bill, the USGS would also produce indicators that describe 
streamflow at longer time scales. 

Long-term, systematic measurements of groundwater level pro- 
vide essential data needed to evaluate changes in groundwater 
storage over time. However, at the present time, no Agency pre- 
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pares a regular report of long-term changes in groundwater storage 
in our nation’s aquifers. 

Tracking water use is an important part of understanding water 
availability. The USGS has compiled and disseminated estimates of 
water use for the nation at 5-year intervals since 1950. The Na- 
tional Research Council recently reviewed the USGS program for 
water use information and will be making a number of rec- 
ommendations for improvement in the program. This NRC report 
will be released within the next few months. We would encourage 
the committee to seek their input on this important component of 
the water resource equation. Valid and consistent water use data 
are as vital as river flow or groundwater data and are often more 
difficult to acquire. 

In summary, if this bill were enacted and funds appropriated, 
the USGS would develop and report on indicators of the status and 
trends of storage volumes, flow rates, and uses of water nation- 
wide. The development and reporting of national indicators of 
water availability and use would be analogous to the task of other 
Federal statistical programs that produce and regularly update in- 
dicator variables that describe economic, demographic, or health 
conditions of the nation. 

In regard to Section 403(b) on water resource research priorities, 
we would note that we are currently contracting with the National 
Research Council, at the direction of Congress, to conduct a study 
of the priorities for, and best means of, organizing water research 
across the Federal Government. We would suggest that this Na- 
tional Research Council effort may provide very valuable inputs to 
help carry out the objectives of this section. 

In regard to Section 403(c) on information delivery systems, the 
objectives defined here are very much in concert with the existing 
charge to the USGS under 0MB Memorandum 92-01 on coordina- 
tion of water resources information. This section would reinforce 
our ongoing role of coordination of water information across the 
Federal Government. 

We do have some concerns about the feasibility and appropriate- 
ness of some of the tasks defined in the bill. For example, the bill 
directs the USGS to identify areas of the United States that are 
at risk for water shortages or surpluses. However, long-range pre- 
dictions of water supplies cannot be determined solely by physical 
science, but are heavily dependent on human decisions to invest in 
infrastructure, restrict use, change water laws, et cetera, which are 
largely State decisions. 

The USGS can make a significant contribution to these issues by 
regularly providing indicators of the changing status of the nation’s 
water resources derived from long-term monitoring. However, de- 
fining areas of shortage and surplus over long timeframes is nei- 
ther feasible nor is it appropriate for a Federal scientific Agency. 

We would welcome an opportunity to work with the committee 
on the language of Title IV to assure that it defines a task that is 
appropriate and useful. I welcome any questions you may have. 

Thank you, Mr. Chairman. 

Senator Graham. Good. Mr. Hirsch, thank you for your testi- 
mony, and particularly your several indications that the USGS will 
work with the committee as we try to construct in Title IV an ap- 
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propriate capacity to get the best scientific information as to the 
current status and the future direction of water supply, recognizing 
that there is a considerable time gap between the recognition that 
you have a problem and your ability to take actions that will begin 
to affect that problem. We accept your generous offer and look for- 
ward to doing so. 

Frankly, I was one, with Senator Crapo, who had urged that 
Title IV be heavily oriented toward the U.S. Geological Survey be- 
cause both of us have had experience with the USGS and recognize 
its professionalism and the degree of credibility which many of the 
stakeholders in this area invest in the USGS. 

We also come out of a strong background of State water rights 
and recognize the special role of the States in the management of 
their water, are not by any means in this title suggesting that the 
Federal Government is going to become authoritarian and take 
over water supplies, but rather use its special scientific knowledge, 
particularly as invested in the U.S. Geological Survey, to be of as- 
sistance to the States. 

With having said that, you raise some concern about projecting 
future water needs, and all of the factors, many of which are non- 
scientific there, they are demographic or public policy judgments. 
But do you think, can USGS give to the States such as mine, which 
is one of those that used to think of itself as having an abundance 
of water and has only recently started to recognize its restraints, 
the scientific basis upon which then better public policy decisions, 
and including land use and others that affect demographic distribu- 
tion, can be made? 

Mr. Hirsch. Thank you for those comments and question. I think 
we can and do make significant contributions, and I would point 
particularly to something called our Cooperative Water Program, in 
which we cooperate with over 1,400 State and local agencies na- 
tionwide, and that program is extraordinarily and productive in the 
State of Florida, in which we provide a great deal of information 
of that kind. 

I think what this particular legislation would do is add another 
dimension to what we do, particularly as things move beyond the 
boundaries of a State into multi-State issues, so that we have con- 
sistent look at, for example, large river basins that cross State 
lines, aquifer systems that cross State lines, which is somewhat dif- 
ficult for us to deal with simply through the mechanism of our co- 
operative program, which is cooperative just with individual State 
governments or localities. So I think this program would add a di- 
mension to our ability to answer those kinds of questions. 

Senator Graham. Senator Crapo. 

Senator Crapo. Thank you very much, and, Mr. Chairman, I ap- 
preciate you highlighting our concern about State sovereignty over 
water. Mr. Hirsch, I also appreciate the fact that you also men- 
tioned it in your testimony. 

One of the very important considerations that we undertook as 
we prepared this section of the legislation was to do everything we 
could to assure that it was clear that we are not in this section of 
the legislation seeking to in any way undermine State sovereignty 
over the allocation, management, and use of water. 
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The question I have for you is, viewing Title IV, the entire sec- 
tion under which you would be involved, do you see any way in 
which the authorities that we establish here and the studies that 
we establish here could undermine State sovereignty of water? 

Mr. Hirsch. Let me give an example. I was particularly struck 
in the reading of it by the use of the word “surplus.” Hypo- 
thetically, if we were to issue a report sometime in the future that 
says a particular State has a surplus of water, and that State were 
to enter into negotiations with an adjoining State or even inter- 
national, I think that would have perhaps an undesirable effect on 
those negotiations. 

I know of no jurisdiction that probably thinks that it has a sur- 
plus of water. On the other hand, a declaration from us that there 
is a shortage of water, when State officials feel, based on their in- 
formation and their policy decisions, that it is appropriate to allo- 
cate additional water, we would set ourselves in a position of really 
contradicting those State authorities, who I think should be the 
ones to say, from a legal sense, is there a shortage or is there is 
a surplus, and how should we deal with it? 

So the other aspect of it is that a community could be in severe 
State of shortage at a particular moment in time, but a decision to 
invest in certain infrastructure, such as additional dams, pipelines, 
wells, et cetera, could remedy that shortage very rapidly. So that 
statement is very much subject to those investment decisions that 
it chooses to make. 

Senator Crapo. So is this one of those areas of the language in 
the legislation that you felt you 

Mr. Hirsch. Right. 

Senator Crapo. — could work with us on the committee to further 
refine 

Mr. Hirsch. Right. 

Senator Crapo. — so that we make it clear that we achieve the 
objectives of the legislation but don’t create any possible under- 
mining of State sovereignty? 

Mr. Hirsch. Exactly. I think our attempt would be to make ob- 
jective statements of, for example, in areas where there are major 
aquifers that are being mined, where the water is being depleted 
over the long-term to simply quantify the extent of that mining of 
groundwater just as one would define the mining of coal or the ex- 
traction of oil, and to put a number on that, but as opposed to pro- 
jecting it or calling it a shortage or a surplus. 

Senator Crapo. Leave it to the policymakers to call it a surplus 
or a shortage? 

Mr. Hirsch. Exactly. 

Senator Crapo. You define what it is, quantifiably? 

Mr. Hirsch. That’s right. 

Senator Crapo. Well, thank you very much. I appreciate that. 

Senator Graham. Thank you very much, sir. 

The members of panel three would please come forward. I will 
introduce you by name and affiliation: Mr. Andrew Chapman, who 
is testifying on behalf of the National Association of Water Compa- 
nies; Mr. Ed Archuleta, testifying on behalf of the Association of 
Metropolitan Water Agencies; Mr. Paul Pinault, testifying on be- 
half of the American Metropolitan Sewerage Association; Mr. 
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Elmer Ronnebaum, testifying on behalf of the National Rural 
Water Association, and Mr. Howard Neukrug, testifying on behalf 
of the American Water Works Association. 

I wish, on behalf of the subcommittee, to express our apprecia- 
tion to each of you for your joining us this afternoon. We look for- 
ward to hearing your remarks. I will ask you to make your re- 
marks in the order in which you were introduced. Mr. Chapman. 

STATEMENT OF ANDREW M. CHAPMAN, PRESIDENT, ELIZA- 
BETHTOWN WATER COMPANY, ON BEHALF OF THE NA- 
TIONAL ASSOCIATION OF WATER COMPANIES 

Mr. Chapman. Good afternoon, Mr. Chairman and Senator 
Crapo. My name is Andrew Chapman. I’m president of the Eliza- 
bethtown Water Company, which serves a million people in central 
New Jersey, and I am also vice president of the National Associa- 
tion of Water Companies, which is a nonprofit trade association 
representing the investor-owned drinking water utilities. 

Mr. Chairman, NAWC commends you and the subcommittee for 
taking on this issue and introducing S. 1961, the Water Investment 
Act of 2002. We’re particularly encouraged with your bipartisan ap- 
proach to this legislation, and this practice has characterized your 
committee’s and the Congress’ work on drinking water for many 
years, and we certainly hope that that bipartisan approach con- 
tinues. 

We are not here to complain or suggest substantial changes to 
S. 1961. In fact, NAWC, along with our colleagues in the H 2 O Coa- 
lition, support S. 1961 in its current form. We do so for the fol- 
lowing reasons: 

First, the bill requires, as a condition for getting State Revolving 
Fund assistance, that a potential recipient consider consolidating 
ownership and management functions with other utilities. There 
are over 50,000 community water systems in the United States, 
and many of these systems are very small. In many cases the fi- 
nancial challenges facing these utilities can be addressed by 
achieving economies of scale through consolidation, and by tying 
consideration of consolidation with SRF assistance. S. 1961 will en- 
courage localities to look for these economies of scale. To do so, 
they are, of course, putting aside their own parochial interests, but 
they’re doing what’s right for the customer in providing safe, ade- 
quate, and proper service at minimum cost. 

Second, the bill encourages utilities to use public/private partner- 
ships. Municipalities all over the country, large and small, have re- 
alized substantial savings and success through these partnership 
arrangements. Cost savings that localities have realized over the 
years from such arrangements can run up to 40 percent. I can tell 
you from personal experience with my company, that these ap- 
proaches can work, and your inclusion of this provision in the bill 
and tying that to SRF funding makes a lot of sense. 

Third, the bill will also keep the industry moving on the path to- 
ward self-sustainability from the standpoint of financial operations 
because you need rational, cost-based rate structures to cover the 
full cost of providing services, and also supporting good asset man- 
agement policies. 
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Fourth, the authors of the hill have wisely gone outside the hox 
to an innovative program designed to assist disadvantaged con- 
sumers, instead of an entire utility operation and in circumstances 
where only some of the utility’s customers are disadvantaged. Pro- 
grams like this have heen used in the gas and electric utilities with 
substantial success, and they enable Federal financial support to be 
targeted exactly toward those consumers who need that support, 
rather than to the overall utility. 

Finally, as you can imagine, NAWC, which represents the pri- 
vate water industry, is particularly happy to see that all utilities 
are being treated equitably under S. 1961 regardless of ownership. 
The bill makes private utilities eligible for the first time for assist- 
ance under the Clean Water Act SRF, which is good. This is a long 
delayed and much-needed innovation for the program that will 
place all systems in the wastewater field also on a level playing 
field with respect to access to the SRF. 

We are also very supportive of the provisions in S. 1961 that will 
bring fairness to the State SRF allocation process. The bill’s provi- 
sions require States that include private utilities in their needs 
survey to ensure that private utilities are actually eligible for as- 
sistance. 

We’re glad that S. 1961 does not authorize a large grant pro- 
gram, which some have been advocating. We think that these grant 
programs can encourage inefficient application of capital within the 
industry and can impede the industry’s progress toward being a fi- 
nancially self-sustaining industry, which it needs to be going for- 
ward. 

Also, by requiring asset management and full cost-of-service 
rates, S. 1961 requires utility managers who chose to take the SRF 
financing to take the steps necessary to assure self-sustainability 
of these utilities over the long-term. Without provisions like these, 
history has shown that water utilities will keep coming back to the 
government for additional subsidies at cost to the taxpayer, and 
with good ratemaking procedures, this is unnecessary. 

Senator Graham. Could you conclude your statement in 25 sec- 
onds? 

Mr. Chapman. There are two other issues that I would like to 
raise. 

First of all, the industry strongly believes that the caps on pri- 
vate activity bonds for water and wastewater facilities should be 
removed. This simple change will make capital easier for both pri- 
vate and public sector water and wastewater investments, and 
would be a step in the right direction. 

Finally, we’re encouraging the committee to include language in 
S. 1961 to make compliance with drinking water standards a de- 
fense in lawsuits. This would address a problem the entire water 
industry is facing. Failure to address this issue will undermine the 
entire standard-setting process, which is a terrific bipartisan 
achievement of Congress, the executive branch, the States, and the 
industry. 

Mr. Chairman, Senator Crapo, thank you for the opportunity to 
speak, and I’m happy to take any questions. 
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Senator Graham. Thank you very much, Mr. Chapman. We’ll 
withhold questions until all the members of the panel have had an 
opportunity to present their opening statement. 

Mr. Archuleta. 

STATEMENT OF ED ARCHULETA, GENERAL MANAGER, EL 

PASO WATER UTILITIES, ON BEHALF OF THE ASSOCIATION 

OF METROPOLITAN WATER AGENCIES 

Mr. Archuleta. Yes, good afternoon, Mr. Chairman and Senator 
Crapo. My name is Ed Archuleta, and I’m the general manager of 
El Paso Water Utilities. I’m testifying today on hehalf of the Asso- 
ciation of Metropolitan Water Agencies, AMWA, which represents 
the nation’s largest publicly owned drinking water systems. 

We want to thank you for introducing Senate bill 1961, which is 
the first legislation to increase the Eederal investment in drinking 
water infrastructure since the 1996 amendments to the Safe Drink- 
ing Water Act. Our association believes the bill takes a major step 
in the right direction by proposing to triple the authorization of the 
Drinking Water State Revolving Fund. 

Senate bill 1961 reinforces the drinking water SRF support of 
small water systems, but AMWA would like the subcommittee to 
consider how legislation could help metropolitan water systems, 
too. Earlier this afternoon Senator Clinton mentioned New York 
and its tremendous infrastructure issues, and these are indicative 
of major needs that we have in large systems across this country. 

These are the systems that serve our nation’s largest commu- 
nities. To get a sense of the needs facing these very large systems, 
consider this: According to a recent survey, just 32 metropolitan 
systems reported that they must spend $27 billion over the next 5 
years on drinking water and wastewater infrastructure. Nation- 
wide the needs of metropolitan water systems are much higher. 
Yet, 31 States provided no assistance to metropolitan water agen- 
cies in Fiscal Year 2001. 

To help these cities, AMWA recommends a 15 percent set-aside 
for metropolitan drinking water agencies to make certain that 
States address their needs. Among the new requirements estab- 
lished by this bill are implementation of responsible rate structures 
and asset management plans, coordination with State planning 
agencies, and consideration of partnerships and non-structural al- 
ternatives. These practices embody those commonly used in metro- 
politan water agencies today. 

For example, in my city we have a number of public/public and 
public/private partnerships. I’m currently doing planning with 
Mexico, with WTAS in Mexico under our own initiative. So these 
are already in place in regional metropolitan areas. 

In our particular city, over the next 10 years we will have to 
spend $800 million in capital. We just raised rates by 9 percent, 
effective March 1, and we anticipate a 60 percent increase over the 
next 10 years. In our particular city, we have major water supply 
issues that we face in the future as a desert community. We face 
a new arsenic standard we must comply with, and, of course, reha- 
bilitation and replacement, as well as growth of our city. 

In our city we also have an asset management plan, which major 
cities have, to ensure capital is available for future upgrades. Like 
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most large water systems, the authority complies with the general 
accounting standards for State and local governments known as 
GASB-34. 

So AMWA encourages the subcommittee to maintain these best 
practices as ideals and provide the opportunity for utilities that 
have not yet adopted them to do so. But these areas are not in the 
realm of State environmental agencies or the U.S. EPA, both of 
which would have to develop rules or guidance and criteria for en- 
forcement and compliance. AMWA urges the subcommittee to avoid 
a situation in which the States or U.S. EPA enter the domain of 
local government and attempt to reinvent the wheel. 

Also among the requirements of Senate bill 1961 is, one, to re- 
quire water systems to consider public/private partnerships, but 
whether a water agency specifically considers public/private part- 
nerships should remain at the discretion of local government, be- 
cause local factors will dictate whether the partnership is in the in- 
terest of the consumers or not. 

Also, privatization experts have identified some of the issues that 
need further exploration. Among them are those surrounding ac- 
countability and the blurring of roles and responsibilities. Eor ex- 
ample, who is responsible for complying with environmental regu- 
lations, resolving service complaints, and planning to meet future 
needs? Who pays if the private partner fails? If the private partner 
takes on more liability than it can afford, who’s responsible when 
something goes wrong? 

Another issue that has recently emerged is a concern about the 
implications of international agreements on domestic privatization, 
since four of the major companies involved in the United States 
water market are located in other countries. Therefore, the associa- 
tion urges the subcommittee to look into public/private partner- 
ships more closely before so strongly endorsing them. Privatization 
can be a very contentious issue in communities and worth a full 
exploration before Congress legislates it. 

In summary, we thank you for introducing the Water Investment 
Act of 2002, and our association is willing and able to work with 
you on any appropriate language changes, as we have suggested. 
Thank you. 

Senator Graham. Thank you very much, sir. 

Mr. Paul Pinault. 

STATEMENT OF PAUL PINAULT, EXECUTIVE DIRECTOR, NAR- 

RAGANSETT BAY COMMISSION, ON BEHALF OF THE ASSO- 
CIATION OF METROPOLITAN SEWERAGE AGENCIES 

Mr. Pinault. Good afternoon. Chairman Graham, Senator Crapo, 
Senator Chafee. My name is Paul Pinault. I’m executive director of 
the Narragansett Bay Commission in Providence, RI, and I also 
serve as vice president of the Association of Metropolitan Sewerage 
Agencies, AMSA. 

Thank you for introducing the Water Investment Act and for 
holding this hearing today. AMSA commends you for moving to- 
ward a strong financial commitment that would significantly in- 
crease the authorization levels of the SREs to $35 billion over 5 
years. AMSA is grateful for your recognition that our nation’s clean 
and safe water is a priority worth paying for. We urge an increase 
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in the proposed funding level to help meet the documented gap be- 
tween local financing and long-term needs, several of which were 
discussed this afternoon by your colleagues. 

The magnitude of the challenges we face are daunting. The con- 
tinued viability of our nation’s core water and wastewater infra- 
structure requires long-term Federal funding, including grants. 
Without this commitment, we will face an environmental and pub- 
lic health crisis that is simply unthinkable. 

Municipalities today shoulder nearly 90 percent of infrastructure 
costs and face costly regulatory requirements, including combined 
sewer and sanitary sewer overflow rules. The tragedies of Sep- 
tember 11th have also increased our operating costs, as many fa- 
cilities face expensive vulnerability assessments and security up- 
grades. 

Our local ratepayers simply cannot fund all these requirements 
and also modernize and repair their plants and collection systems 
without a long-term Federal commitment. For example, my Com- 
mission’s current debt service as a percentage of total operating 
budget is 22 percent. By 2007, debt service will jump to 48 percent, 
due to $365 million in planned capital projects over the next 5 
years, a total of $746 million over the next 10 years, including 
startup costs on a federally mandated combined sewer overflow 
project. 

The fact that 48 cents out of every dollar we receive will go to 
debt service clarifies the urgent need for a long-term Federal infra- 
structure commitment. Accordingly, we respectfully recommend the 
following modifications to S. 1961, beginning with streamlining 
SRF funding procedures: 

As written, the bill assigns new Federal and State roles in re- 
viewing local wastewater rate structures, public/private partner- 
ship efforts, and asset management programs, and makes many of 
these prerequisites to SRF loans. Municipalities already consider 
all of these issues regularly and carefully. Adding layers of over- 
sight will narrow the pool of SRF applicants, the precise opposite 
of S. 1961’s stated purpose. 

We also recommend that the committee consider modifying the 
bill to encourage and assist communities in developing asset man- 
agement programs, instead of making asset management a pre- 
requisite to apply for an SRF loan, which will only discourage ap- 
plicants. In fact, the market is already directing us toward this 
goal, and AMSA is leading the way. 

For example, AMSA recently released this Asset Management 
Workbook, and starting today we’re running a series of workshops 
around the country to educate our members on asset management 
tools and the growing demand for asset management. AMSA 
shares the committee’s concern for our disadvantaged communities 
and populations. States and municipalities are, however, address- 
ing many of these concerns under existing programs. We are wor- 
ried that the bill’s allowance of up to 45 percent of all SRF funds 
to be directed to disadvantaged communities and asset manage- 
ment programs will direct funds away from core infrastructure 
funding. As such, we recommend States be given broader flexibility 
to target grants, principal forgiveness, and negative interest rates 
on loans where they are most needed. Similarly, we recommend 
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that the bill allow all communities to take advantage of the 30-year 
or life-of-the-project loan repayment schedule. 

AMSA would also like the committee to revisit the provision re- 
quiring a National Academy of Sciences rate study. Much of the 
data is already available and AMSA’s financial survey dem- 
onstrates this. We can make copies available to you and your staff. 

AMSA believes authorization of a program for innovative tech- 
nologies and research is vitally important. We would like to see 
funding levels for the program increased and eligibility expanded 
to help municipalities meet core infrastructure and regulatory chal- 
lenges. 

We applaud your leadership efforts and look forward to working 
with you on S. 1961 to ensure a lasting, long-term fiscal partner- 
ship with the Federal Government to meet the nation’s core water 
and wastewater infrastructure needs. Again, we’re available to an- 
swer your questions. 

Senator Graham. Thank you very much, sir. 

Mr. Ronnebaum. 

STATEMENT OF ELMER RONNEBAUM, GENERAL MANAGER, 

KANSAS RURAL WATER ASSOCIATION, ON BEHALF OF THE 

NATIONAL RURAL WATER ASSOCIATION 

Mr. Ronnebaum. Mr. Chairman, Senator Crapo, Senator Chafee, 
good afternoon. 

Thank you for the opportunity to be here today to discuss small 
communities and their water funding needs. My name is Elmer 
Ronnebaum. I’m general manager for Kansas Rural Water. We’re 
a member of the National Rural Water Association in Kansas. We 
have approximately 900 public water supply systems, 700 of which 
are members of Kansas Rural Water. National Rural Water rep- 
resents some 22,000 small water and community water and waste- 
water utilities. 

We thank you for your efforts to assist small communities in 
finding solutions to the Clean Water Act and Safe Drinking Water 
Act, and to provide the safest drinking water and cleanest effluent 
possible. Rural Water looks forward to working with you as you 
move these ideas into laws and actual dollars in the field. 

I feel the principal dynamics of small communities that we be- 
lieve need to be recognized in discussing funding policies include: 
first, that small communities make up 90 percent of the systems 
in the country; second, that a lack of economics due to scale, small 
town consumers often pay high water rates. In Kansas it’s not un- 
common to have a water bill of $50 for 5,000 gallons. Many of these 
communities do not have other funds on which to pay that water 
bill. It’s simply a revenue base. 

Small systems often have limited technical and administrative 
resources to deal with compliance and navigate through funding 
programs. Consolidation and privatization are options, yes, but 
only when economies make sense. We can’t run a pipeline 42 miles 
to connect Atwood to Stockton, KS. 

In 1996, another Senator from Idaho had a great idea, and he 
introduced a great amount of flexibility into this program called the 
State Revolving Loan Fund. Small communities’ message here 
today is that that was a monumental step in the right direction. 
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This flexibility has made State SRFs better and more responsive to 
nearly every stakeholder. Small systems have seen a level of inclu- 
sion and involvement and the benefits for drinking water that we 
would not have imagined, given the history of the Clean Water Act 
SRF. 

My State of Kansas is exemplary. The State Drinking Water Re- 
volving Loan Fund is the highest leveraged in the United States. 
It leverages $1 to $4. We’ve made $133.4 million in loans to 65 
communities. Fifty-two of those communities were populations of 
less than 10,000. Of the dollar amount, that is $65 million. So 
that’s a big percentage to small systems. 

We would like to summarize the key elements for small and 
rural communities in modifying the wastewater and drinking water 
SRFs as follows: 

Make the Wastewater Fund more like the Drinking Water Fund 
and put more money in both. 

We urge you to include three legislative provisions contained in 
the current drinking water SRF in both water and wastewater to 
ensure communities with the greatest public health and economic 
need receive prioritization: No. 1, that communities exhibiting the 
greatest need should receive priority. No. 2, provide both loans and 
grants, and No. 3, a minimum portion of the funds should be set 
aside for small systems. 

Our specific comments on Senate bill 1961 include: First, we ap- 
preciate that the bill did not include a myriad of new priorities for 
funding set-asides for various sized systems and changes in the dis- 
advantaged communities’ determination. 

Second, we appreciate that the bill retains the three SDWA pro- 
visions to ensure funding results in the greatest advancements in 
public health and protection. We urge the committee to include the 
same set-aside amounts for the wastewater as in the drinking 
water program, a minimum of 15 percent. 

We believe that corporate water systems should not be eligible 
for State revolving funding. Taxpayer subsidies should be prohib- 
ited from profit-generating companies or companies paying profits 
to shareholders and investors. 

The bill includes many new requirements for applicants, includ- 
ing environmental, land use planning, capacity, actual cost of 
water, common industry practices. We urge you to exercise caution 
for increasing demands on these, as more and more complicated ap- 
plication processes will detract the small systems from partici- 
pating in the program. 

We urge the committee to limit the ability of any portion of the 
water system or wastewater system to be eligible as a disadvan- 
taged-type subsidy or other special treatment. To assist a portion 
of a system moves the effort from an infrastructure program into 
a social program. 

We urge the committee to consider including provisions guiding 
a percent of the project for professional services’ use for engineer- 
ing and consulting, similar to what USD A has in its programs. 

Last, it’s not clear what defines public/private partnerships. This 
may be too ambiguous, and it means various things to various peo- 
ple. 
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Thank you, Mr. Chairman and members of the committee. We 
would be happy to take questions later. 

Senator Graham. Thank you very much, sir. 

Mr. Neukrug. 

STATEMENT OF HOWARD NEUKRUG, DIRECTOR, OFFICE OF 

WATERSHEDS, PHILADELPHIA WATER DEPARTMENT, ON BE- 
HALF OF THE AMERICAN WATER WORKS ASSOCIATION 

Mr. Neukrug. Well, good afternoon, Mr. Chairman and Senator 
Crapo. 

I am Howard Neukrug. I’m the director of the Office of Water- 
sheds with the city of Philadelphia Water Department. I am speak- 
ing today on behalf of the American Water Works Association, 
where I serve as chair of the Water Utility Council. AWWA has 
57,000 members, 4,700 utility members. We represent not just 
small and not just large, but both small and large utilities, and not 
just municipal or private, but both municipal and private utilities 
serving drinking water throughout the United States. 

I’m honored by this opportunity to express to you the views of 
the American Water Works Association concerning this important 
legislation. This bill marks a significant step by Congress toward 
solving our nation’s enormous water infrastructure challenges. We 
appreciate the time and consideration already given to the drinking 
water suppliers by the committee and its staff. We look forward to 
continuing our work with you and to see this bill passed and signed 
into law this year. 

As you know, the drinking water community faces many new and 
expensive Federal mandates, including standards for arsenic, 
radon, disinfection byproducts, and enhanced surface water treat- 
ment. Wastewater utilities also face enormous challenges related to 
CSOs and SSO programs. Over the next 20 years it is clear that 
the Safe Drinking Water Act and the Clean Water Act mandates, 
combined with other infrastructure requirements and new security- 
related upgrades, will compete for limited capital resources. 

We must respectfully note that this bill’s authorization levels are 
a very small fraction of the $250 billion in infrastructure replace- 
ment needs identified by AWWA in this publication, which is avail- 
able to committee and staff, and the $57 billion recommended by 
WIN over 5 years. Under this bill, the burden of paying for public 
water system improvements will remain overwhelmingly with the 
utilities and their ratepaying customers. 

Further, significant assistance in the form of both grants and 
higher levels of authorization for loans is, indeed, justified to help 
meet the costs of these Federal mandates. Without the support, we 
risk deferment of infrastructure repair where Federal mandates 
overwhelm local capital programs. 

Concerning project eligibility, we applaud the provisions of the 
bill that authorize the use of SRF moneys to support source water 
protection projects. As you know, source water assessments are re- 
quired under the 1996 Safe Drinking Water Act amendments, but 
there are no requirements to implement source water protection. 
The ability to use SRF funds to support source water initiatives 
will be of significant assistance. 
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With respect to distribution system infrastructure repairs and se- 
curity upgrades, AWWA respectfully suggests that these be explic- 
itly listed in the statute as SRF-eligible. Specific congressional lan- 
guage would not only signal your strong support for SRF funding 
for infrastructure repairs and security upgrades, but will help clar- 
ify any remaining ambiguity. 

With respect to streamlining procedures for obtaining drinking 
water SRF loans, we believe careful attention is required to strike 
an appropriate balance between Congress’ desire to encourage cer- 
tain behaviors at utilities and the need to keep the SRF as 
unencumbered as possible by unproductive red tape. We believe 
that Section 202 requires significant review with this in mind. 

In particular, while we strongly support the concepts of asset 
management best practices, self-sustaining rate structures, pro- 
curement competition, and optimizing management strategies, 
these are most appropriately local decisions based on local cir- 
cumstances. Federal oversight of these management tools does not, 
in our opinion, either improve nor streamline the drinking water 
SRF program. 

Finally, we respectfully recommend that the American Water 
Works Association Research Foundation be identified in the bill to 
manage many of the studies and demonstration projects listed 
under Sections 302, 303, and 304. The Foundation is an inter- 
nationally recognized research organization of the drinking water 
community. With over $37 million in Federal support over recent 
years, the AWWARF has leveraged almost $260 million in total re- 
search on both technical and policy issues facing drinking water 
utilities. 

In conclusion, AWWA believes that S. 1961 is an appropriate 
first step to achieving our joint goals. In our testimony we have 
made recommendations that we believe will improve the bill. 
AWWA pledges to work with Congress to develop a responsible and 
fair solution to the nation’s growing drinking water infrastructure 
challenge. I thank you for your consideration of our views. Thank 
you. 

Senator Graham. Thank you very much. To each of you, we 
would be very appreciative, if you have any specific recommenda- 
tions beyond what is in your prepared statement for modifications 
of the legislation. As was indicated earlier, we are going to be mov- 
ing on, I hope, a fast track on this legislation with the possibility 
of having a mark-up hearing on this bill within the next 2 to 3 
weeks, and then move it to the floor. So your comments would be 
timely and very much appreciated. 

Mr. Pinault, you made a comment — we’ve been jointed by our 
chairman. Senator Jeffords, who is typically generous enough to 
say that we should proceed with our questions. 

You made a statement that we should preserve the 30-year loan 
repayment schedule. My State had a State Revolving Fund before 
the national program was initiated, and our thesis was that the 
principal problem that local water facilities had was in the 
preoperational phase; that is, in the period in which they were 
doing land acquisition, planning, design, and construction, and 
there was no revenue coming in. That was a hard phase to finance; 
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that once the plant was completed and operational and generating 
revenue, you could then go to other sources of financing for that. 

So I have been influenced by that experience to say that the SRF 
ought to be primarily focused not on permanent financing, but 
rather on that difficult-to-finance, early stage of plant design, plan- 
ning, and construction. One of the benefits of focus is that that 
means the money turns over more rapidly, and is, therefore, avail- 
able to more communities that want to use the State Revolving 
Fund. 

Have you experienced some difficulty in getting revenue-based fi- 
nancing for the plant once it is in operation and is an ongoing eco- 
nomic entity? 

Mr. PiNAULT. That hasn’t been an issue in New England. In the 
Providence metropolitan area, which we serve, it’s basically been 
sewered since the 1800’s, and development is not an issue as much 
as it is in your area of the country. 

The problem we have faced, though, is, because we have $746 
million in projects in various stages of planning, design, and con- 
struction, we have been warned by the rating agencies. Standard 
and Poor’s and Moody’s, that they are concerned about the impact 
on rates. We had a 25 percent rate increase last January. In De- 
cember of this year we applied for another 25 percent rate increase, 
and we will be doing that annually just to pay for the $300 million 
first phase of our CSO project over the next 5 years. 

So one of the things we’ve looked at is we can only borrow up 
to 20 years. We always try to pay back the loan as quickly as pos- 
sible because, obviously, the longer you spread it out, the more it 
costs you. But there may be a situation in time where, because the 
facilities we’re putting in the ground are going to last at least 50 
years, at least the pipelines, we feel that there is a justification to 
at least have the provisions to pay back up to 30 years, which we 
feel gives some flexibility which could be added to this bill. 

Right now the 30-year provision is limited to disadvantaged com- 
munities only. Whether or not you’re a disadvantaged community 
is left up to the definition by each State. It could vary from State 
to State. So we feel that this is a flexibility tool. Whether or not 
it is used will be determined on a case-by-case basis, and that’s our 
position on that matter. 

Senator Graham. Are there any other comments on the question 
of whether the State Revolving Funds should be focused on the ini- 
tial period pre-revenue-generating or should be available as perma- 
nent financing? 

Mr. Neukrug. Yes, we fully support the eligibility for the SRF 
funding to be for pre-revenue-producing times of the project. 

Senator Graham. Any others? Yes, Mr. Chapman? 

Mr. Chapman. I wouldn’t want the availability of the program for 
permanent financing to be reduced. With an investor-owned utility 
where you have a State commission setting the rates, the typical 
practice is that the lower cost of capital provided through the Re- 
volving Fund Program is passed through to the customers when 
the utility goes in and files for rates. 

So, to the extent that we don’t have permanent financing 
through the program anymore, but only construction financing, and 
then you would shift to market-based permanent financing, the 
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rates would kick up at that time; the customer rates would kick up 
to cover that higher cost of capital. 

We have used the program in our company in several cir- 
cumstances where it is providing a good long-term source of capital 
under a 20-year repayment scheme, and that’s been very successful 
for us, and our customers are enjoying the benefit of that lower 
cost of capital. 

Senator Graham. The concern is, however, if you have your 
money tied up in long-term permanent financing, then does that 
not make it more difficult for other communities within the State 
to be able to access the State Revolving Loan Fund for their initial 
pre-revenue construction phases? 

Mr. Chapman. Our experience has been, as long as that perma- 
nent financing either is in place or reasonably can be in place, the 
availability of construction period financing or financing prior to 
the in-service date has not been a problem. 

Senator Graham. My 5 minutes are up. 

Senator Crapo. 

Senator Crapo. Thank you very much. In fact. Senator Graham, 
you have covered the issue I was going to cover. I just would like 
to specifically direct this question to Mr. Ronnebaum. 

That is, as Senator Graham has indicated, S. 1961 provides eligi- 
bility for standalone projects to do design, planning, and engineer- 
ing, and to be covered in the loan process. I just wanted to get for 
the record your feelings about whether that is a positive develop- 
ment in the utilization of these funds. 

Mr. Ronnebaum. Rural Water would support that. Senator. In 
Kansas, any work in design and planning presently can be covered 
by an SRF loan once it’s approved. However, that doesn’t some- 
times kick in the local community to work on the regional concept; 
that otherwise may not be ever brought to the table. So if you have 
that incentive possibly out there to allow those types of grants, 
there would be more communities participating. 

Senator Crapo. Thank you. I have no further questions, Mr. 
Chairman. 

Senator Jeffords. I have just one question for you. What do you 
think is the appropriate Federal responsibility for water infrastruc- 
ture, and how does that affect the future of the SRF program? All 
the hands leaping into the air there. 

[Laughter.] 

Senator Jeffords. Go right ahead, Mr. Ronnebaum. 

Mr. Ronnebaum. Senator, with all due respect, most of the com- 
munities — ^you hear a lot about self-sufficiency. If they didn’t have 
increasing Federal mandates to comply with, they could be self-suf- 
ficient. It’s the Federal mandates and the decreasing standards 
that cost more and more money. 

In the city of Atwood, KS, when it has a 12-part-per-billion ar- 
senic standard, it’s going to cost that community of 1,300 people 
from $1.3 to $2 million additional money to change that standard 
possibly by a total of two. So that is what is adding to the cost of 
infrastructure improvements. 

Mr. Archuleta. Yes, representing AMWA, our largest cities, I 
think it’s a combination of, in the West, for example, as well as in 
other parts of the country, growth is a big issue. In most commu- 
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nities development is not paying entirely for growth of the system, 
particularly for large water plants, wastewater plants, and large 
infrastructure. Typically, there’s fees or other revenues associated 
with some parts of the infrastructure, including subdivisions, and 
what have you. 

So it’s a growth issue. You do have the regulations, which are a 
big impact, particularly on drinking water, to us as large systems. 
Then, of course, the rehabilitation. But the answer is I think there 
has to be a reasonable program of at least low interest loans. 

In our particular city, we’ve used commercial paper. I think most 
large cities do not necessarily have to have the access to the engi- 
neering and pre-construction moneys, like small cities, because we 
can access that. It’s when you get into construction, and we’ve had 
to go longer, too. We’re having to go longer-term, more than 20 
years, like we used to, because of the fact that, otherwise, you 
upload all your fees and cause big rate impacts on customers. 

Senator Jeffords. Mr. Chapman. 

Mr. Chapman. Senator, this SRF program really works. It’s been 
incredibly effective in my State, in New Jersey. I was actually the 
treasurer of the State organization that was established to do the 
State side of the funding. Many of our municipalities and privately 
owned/investor-owned water companies have participated in this 
program, and it’s been a huge success. 

Senate bill 1961 is an appropriate next step in the evolution of 
a really successful program. There is certainly an ongoing Federal 
role for providing low-cost capital to those communities that need 
it, but there is also language in this bill which is appropriate in 
that it pushes the water utility industry further toward financial 
self-sustainability. I think that ultimately gets us to the point 
where you have water provided on a cost-of-service basis in the 
communities where it can be provided on that basis, where you do 
not have the industry coming in year after year or decade after dec- 
ade trying to get substantial amounts of Federal money. I think 
that is an appropriate direction for the industry to take. I applaud 
the provisions of this bill that continue to move the industry in 
that direction. 

Mr. Neukrug. Senator, in the State of Pennsylvania, we find 
that the State Evolving Fund Program is also a very successful pro- 
gram and we are very pleased to see this bill put in place. If there 
is a complaint that we had with it, probably the biggest one is the 
appropriations, the level of appropriations, compared to the amount 
of Federal mandates, particularly in the CSO programs and on the 
drinking water side with the new regulations coming down, a sig- 
nificant amount of additional cost coming in. 

We look forward to continuing a partnership with the Federal 
Government funding the SRF program and seeing it continue for 
many years. 

Mr. PiNAULT. I noted earlier, Mr. Chairman, that in the State of 
Rhode Island we have the largest wastewater authority. We are 
under a consent agreement to spend at least $600 million to solve 
combined sewer overflow problems. Right now we’re the largest 
borrower from the SRF program. We receive over 50 percent of the 
loans. 
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But even with that help, rates are going up at an average of 25 
percent a year, and they will go up by about 120 percent in the 
next 5 years, just because of the CSO project. So any assistance 
that we can get from the government would help. 

In addition, we just awarded a contract last week for $60 million 
for nutrient removal for our smaller treatment plant. So it’s ongo- 
ing Federal requirements, meeting TMDLs, SSO, CSO; it never 
ends. We’re trying to do the best we can, but it’s very difficult, es- 
pecially in our community we have 22 percent below the poverty 
level, 16 percent are elderly, 65 percent of the poor children in the 
State live in our district, and a lot of people have trouble paying 
their bills right now. 

Senator Jeffords. Thank you. Thank you, Mr. Chairman. 

Senator Graham. Thank you, Mr. Chairman. 

One of the objectives of this legislation, which authorizes an ad- 
ditional $35 billion for the State Revolving Fund, is that this be the 
last authorization for the State Revolving Fund. The theory has 
been that there would be a block of Federal funds allocated among 
the States, and the States would manage that in a manner that, 
as one loan is paid off, then that would release funds which could 
be used for future loans. 

In fact, the original structure of the program called for the last 
Federal payment under the State Revolving Fund for the Clean 
Water Act to be in 1995. Do you believe that the $35 billion that 
we are appropriating here, in conjunction with the previous appro- 
priations for this purpose, will, in fact, be such that no further Fed- 
eral funds after this 5-year authorization period is expended will 
be required? 

Mr. Pinault. 

Mr. Pinault. Again, Senator Clinton mentioned the needs in her 
State, billions of dollars, similarly in the State of Rhode Island, bil- 
lions of dollars, with current requirements. As we all know, re- 
quirements continue to increase. If things were fixed and we could 
make a judgment today, we may be able to say that the funds that 
you are proposing may be adequate. However, the gap is signifi- 
cant. We’re talking about a trillion dollars here and there, looking 
at the various studies. Obviously, this is a step in the right direc- 
tion. Will it be sufficient funding? I think only time will tell. 

Senator Graham. Clearly, this is not going to be sufficient to fi- 
nance all of the future water needs, even in conjunction with the 
significant previous Federal appropriation for this purpose, but can 
it be managed, along with those previous appropriations, in such 
a way as to fulfill this difficult-to-finance, early phase of pre-rev- 
enue activity? 

Mr. Neukrug. Senator, I don’t think it’s appropriate to think at 
this point that we have sufficient funding and sufficient partner- 
ship in the Federal Government to consider that this $35 billion is 
really going to do the trick in bringing our infrastructure issues to 
a completion. We really need to look at this more on a long-term 
basis. This is the infrastructure; we’re talking not just 5 years out; 
we’re talking 20, 100 years out. We’re putting things into the 
ground today that we will have to replace 100 years from now. I 
think that the program of the SRF concept is to buildup a bank 
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sufficient to provide that money, but I don’t know if we are there 
yet with the suggested authorizations that are in this bill. 

Mr. Ronnebaum. Mr. Chairman, the other gentleman, panelist, 
mentioned the increasing regulations, and that is really what’s 
driving a lot of the infrastructure needs. As another thing just to 
think about, when the Rural Development Agency, Farmers’ Home 
Administration’s Agency, sold its assets back in 1988, we had inter- 
est rates of 10.5 and 11 percent. Just think of what we would be 
looking at today out on the street if you had to issue a bond, a rev- 
enue bond, and you had to pay 7.5 percent versus 5.25 percent, for 
example, in Kansas. I mean, the interest rate is a big component 
of that water rate. We are enjoying presently very low interest 
rates, historically low interest rates. So we’re in the best of all 
times in that regard. 

Senator Graham. Mr. Chapman. 

Mr. Chapman. The $35 billion, obviously, is a small number rel- 
ative to what everybody’s estimates of the long-term needs are, but 
what you’re doing in this bill by requiring consideration of asset 
management planning, privatization, consolidation to take into ac- 
count or get the benefits of the economies of scale, and estab- 
lishing/moving the industry more toward cost-based ratemaking, 
you’re encouraging the industry to become self-funded. So these 
provisions by themselves over time require utilities to start funding 
their own depreciation, and so forth, reinvesting in these assets, 
which should minimize the requests of this industry of the Federal 
taxpayer in the future. 

So I can’t give you a quantified answer, but I can definitely say 
that the qualitative provisions of this bill will mitigate future re- 
quests, which I think is totally appropriate Federal policy. 

Senator Graham. Again, gentlemen, thank you very much for 
your contribution. If you have any additional thoughts that you 
would like to submit for the record, the record will be open for 2 
days for that. I would particularly appreciate any specific suggested 
language changes in the legislation itself. Thank you. Best wishes. 

Would the participants on panel four please come forward? 

Mr. Tom Morrissey is the president of the Association of State 
and Interstate Water Pollution Control Administrations and is the 
director of the Connecticut Division of Planning and Standards. 
Mr. Morrissey, thank you very much. 

Mr. Jay Rutherford is from Vermont, and Senator Jeffords will 
introduce Mr. Rutherford. 

Senator Jeffords. I am very pleased to do so. Nice to have you 
here. 

I am very pleased today to welcome a representative of the Green 
Mountain State, Mr. Jay Rutherford. Jay is testifying on behalf of 
the Association of State Drinking Water Administrators. Jay has 
had a long career of environmental service not only in Vermont, 
but around the world. A graduate of the University of Vermont 
with a degree in civil engineering. Jay has his skills to the test, 
building small public water systems for villages in the North- 
eastern. In 1980, he took a position as environmental engineer with 
the Vermont Department of Environmental Conservation, DEC, 
and he has remained there ever since. Jay has held the position of 



240 


director of Water Supply and ASDWA member twice, with a brief 
stint in between with the DEC as director of enforcement. 

Jay, it is a pleasure to have you with us. 

Do you want a second introduction or do you want him to go 
right ahead? 

Senator Graham. If you don’t mind, Mr. Morrissey, we have been 
asking our panelists to speak in the order in which they were intro- 
duced, which has basically been alphabetical. So following that 
precedent, Mr. Morrissey. 

STATEMENT OF TOM MORRISSEY, PRESIDENT, ASSOCIATION 

OF STATE AND INTERSTATE WATER POLLUTION CONTROL 

ADMINISTRATIONS, AND DIRECTOR, CONNECTICUT DIVI- 
SION OF PLANNING AND STANDARDS 

Mr. Morrissey. Thank you. Chairman Graham. Thank you. 
Chairman Jeffords and Senator Crapo. We appreciate very much 
and thank you for inviting us here to testify before your committee 
today and to provide you input on Senate bill 1961. 

As you may not know, the Association of State and Interstate 
Water Pollution Control Administrators is an organization rep- 
resenting water pollution control administrators from all 50 States 
and many territories within the U.S. domain. As you may not 
know, by way of background, ASIWPCA was very much involved 
in the transition which occurred in 1987, when we went from a 
Title II grants program to really the SRF program as we know it 
today. 

That evolution has created a very effective program for financing 
wastewater infrastructure facilities. The Clean Water SRF has be- 
come one of the most, if not the most, successful public works pro- 
grams in history, which is attributable to its careful design as a 
streamlined State-based program. 

Senate and House authors intended to address a vast array of 
State water quality program priorities under the States’ Clean 
Water Fund Program, and I believe they achieved that objective 
when they passed that law. 

Having just passed the 15th anniversary of the last Clean Water 
Act reauthorization, we now have had sufficient time to build and 
document the track record of our SRF successes. We know, for ex- 
ample, that projects built are built under the SRF program in half 
the time than those constructed under the Federal Grants Pro- 
gram, the old Title II program. We know that the Clean Water SRF 
has saved taxpayers hundreds of millions of dollars, and we know 
that with each Federal dollar spent, there is almost an equal con- 
tribution at the State level to the same program. 

Mr. Chairman, States are committed to the Clean Water State 
Revolving Loan Fund because it has met and exceeded the expecta- 
tions set by its creators and its customers, including the provision 
of funding to address State water pollution control priorities, in- 
cluding the development of a funding mechanism that would 
revolve and provide in perpetuity funding sources and support for 
those programs, and the establishment of the States as the pro- 
gram lead to manage and operate the fund, providing close and 
consistent assistance to its recipients, the loan recipients. 
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ASIWPCA believes that in reauthorizing the Clean Water SRF 
program, it is vitally important to increase the funding for the pro- 
gram, to assure that the SRF remains competitive in the financial 
marketplace, to maintain a streamlined program which is accepted 
by its customers, principally municipalities and private entities, 
and to enable States to direct the fundings with priority water 
quality needs, which brings me to the Water Investment Act of 
2002. 

The association takes great pride in the fact that the Clean 
Water SRF program continues to enjoy strong support of both the 
administration, the Congress, and this committee. We appreciate 
the committee’s effort to propose and develop S. 1961 and to hold 
hearings to address issues associated with it. 

Mr. Chairman, as we have discussed with you in prior meetings, 
the association appreciates your leadership in developing the Year 
of Clean Water legislation to commemorate the 30th anniversary of 
the Clean Water Act. We can think of no better way to celebrate 
the 30th anniversary of the Clean Water Act than reauthorizing 
the SRF, which is the engine which drives clean water fund pro- 
grams throughout the United States. 

The goals of S. 1961 are laudable and the bill, if enacted, could 
advance the program with increasing funding levels and authoriza- 
tion levels, extended eligibilities for what funding can be dedicated 
to, extended loan repayment periods, particularly for distressed 
communities, loan subsidies for distressed communities and for 
hardship situations, and fund transfers between the clean water 
and drinking water SRF, which would promote flexibility within 
the States. 

These enhancements will, for example, better enable States to 
address small communities’ onsite systems non-point source pollu- 
tion, urban stormwater, and combined sewer overflow pollution 
problems. We do have several concerns with the bill, and we’re very 
anxious to work with you and your staffs to address those concerns. 

One of those concerns involves loan conditions. The loan condi- 
tions include land use planning at the planning stages, evaluating 
the cost of services, capital replacement, rate structures, restruc- 
turing, and private partnership enhancements, and capacity devel- 
opment for loan recipients. 

In many cases States already have programs in place to address 
those needs. For instance, in Connecticut we provide a 55 percent 
grant from State funding to do the planning work upfront to plan 
and design facilities. We believe that to improve the bill you may 
want to consider State equivalency tests, so that if States have 
these programs in place already, there’s not a need to overlay it 
with another Federal requirement. 

Another area of concern where we know we have problems now 
is in the area of administrative fees. In the proposed legislation 
there are certain administrative requirements that will consume 
resources at the State level. We want to provide assistance and 
technical capabilities to the people who receive our loans, and we 
do now, but in order to enhance that program. States would prob- 
ably have to allocate a greater amount of administrative fees 
charged to the program, both at the State and the Federal level, 
so that we can enhance those services. 
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But, again, in general, we very much support the hill. We look 
forward to working with you and your staffs to improve it, and we 
would he very happy to provide you with detailed comments and 
suggestions on the draft legislation as it exists today. Thank you 
very much. 

Senator Graham. Thank you, Mr. Morrissey. 

Mr. Rutherford. 

STATEMENT OF JAY L. RUTHERFORD, P.E., DIRECTOR, WATER 

SUPPLY DIVISION, VERMONT DEPARTMENT OF ENVIRON- 
MENTAL CONSERVATION, ON BEHALF OF THE ASSOCIATION 

OF STATE DRINKING WATER ADMINISTRATORS 

Mr. Rutherford. Mr. Chairman, Mr. Chairman Jeffords, and 
Senator Crapo, good afternoon and thank you. Chairman Jeffords, 
for the introduction. 

I am Jay Rutherford, director of Vermont’s Drinking Water Pro- 
gram, and I’m here today speaking to you on behalf of the Associa- 
tion of State Drinking Water Administrators, which represents the 
50 States, territories, and the District of Columbia in helping to en- 
sure the provision of safe water to all Americans. 

We’ll continue our comments today to the provision in S. 1961 
that affect the Safe Drinking Water Act. We thank you for the op- 
portunity to address this bill, and we very much appreciate the 
committee’s interest in ensuring that this much-needed and suc- 
cessful program will continue to receive funding, and that drinking 
water SRF funding will be enhanced substantially to a total of 
$14.5 billion through Fiscal Year 2007. 

We also strongly support the purposes of this bill to streamline 
the drinking water SRF, to maximize use of Federal funds, and to 
encourage efficiency. The several of the provisions will assist in 
this area, such as extending the transferability of funds between 
the drinking water and clean water SRFs, authorizing fund use for 
source water protection activities, calling for increased account- 
ability for the 10 Technology Assistance Centers, and the informa- 
tion generated by the proposed NAS rate study and USGS assess- 
ments. 

We’re concerned, however, that some provisions of the bill may, 
in fact, hinder, rather than help, meet the designated purposes of 
the bill. Our written testimony details our concerns, so I’ll only 
touch on three examples. 

Under Title II, the legislation proposes to strengthen activities 
relating to the use of the SRF for source water protection, consoli- 
dation initiatives, assistance for small and disadvantaged commu- 
nities, and coordination with other planning programs. These ac- 
tivities would be authorized under SDWA Section 1452(g), which 
currently requires a dollar-for-dollar or 100 percent State match in 
order to access these funds. 

Many States cannot take full advantage of these funds now, and 
certainly may not be able to access them for these additional activi- 
ties. We suggest that the bill strike the 100 percent match and re- 
place it with a 25 percent match for these important activities. In 
addition. States would also like to see drinking water security 
added to the list of drinking water SRF-eligible activities. 
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Another example concerns Section 203, which authorizes States 
to use up to 15 percent of the capitalization grant to provide assist- 
ance to the poverty pockets in communities which are otherwise 
not disadvantaged. This 15 percent is in addition to the 30 percent 
cap on loan subsidies to disadvantaged communities, meaning that 
up to 45 percent of the capitalization grant may be used for grants 
or grant-like assistance. We think this threatens the corpus of the 
Revolving Loan Fund, since these funds will not be repaid and will 
not then be able to be used for loans for new projects. 

Finally, there are requirements in this bill for States to ensure 
that water system set rates for full-cost recovery and that the sys- 
tems follow through on providing the subsidies to individual house- 
holds. These types of activities have typically been local determina- 
tions over which the States have no control and very little experi- 
ence in this area. 

We’re very concerned that water systems will forgo the use of the 
drinking water SRF rather than subject themselves to such close 
State scrutiny. We fear that if this happens, of course, it will lead 
us away from the purposes of the bill. 

Although the States have a number of concerns with several of 
the initiatives in S. 1961, we would very much like to continue to 
work with this committee to ensure that these provisions will not 
be excessively burdensome to either States or drinking water sys- 
tems, and that this legislation will, indeed, maximize the effective- 
ness and enhance efficiency of the drinking water SRF. 

Mr. Chairman, I very much appreciate the opportunity to speak 
with the committee today, and I would be pleased to answer any 
questions you or Mr. Chairman Jeffords might have. Thank you. 

Senator Graham. Thank you very much, Mr. Rutherford. 

First, Mr. Morrissey, you, after stating your concerns about some 
of the pre-conditions that had been added, then suggested that 
maybe adopting the principle of State equivalency should be al- 
lowed to substitute. As an example, several of the conditions relate 
to compatibility of decisions on water policy with areas such as 
land use, transportation, and other, what I would call, growth man- 
agement-type decisions. 

There are a number of States which already have in place some 
form of a comprehensive planning requirement that incorporates 
all of the above plus more. Would you find it to be desirable if, for 
instance, there were to be a waiver of the specific requirements 
that are called for in this legislation upon a demonstration that the 
State already had the equivalent type of comprehensive reviews 
through some other methodology? 

Mr. Morrissey. Yes, sir. Our fear would be, if there were addi- 
tional Federal requirements and they were imposed, superimposed, 
upon our existing State requirements, those States would have to 
do it twice or do it in a different format, and we would be wasting 
resources. Our hope is that with an equivalency waiver, we would 
only have to do it once, do it at the State level, in a manner in 
which we’re used to doing, and therefore, forgo or not have to in- 
volve ourselves in another layer of review similar to Federal re- 
quirements. 

So I’ll give you an example. When we conduct a facilities plan for 
a wastewater treatment system in Connecticut, we first study what 
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area we’re going to sewer and we assure the local communities that 
we’re not going to induce growth by sewering areas outside of this. 
We build the capacity and we limit the hydraulic capacity of the 
facility which will be serving this sewer area to prescribe the 
growth area that this will induce. From our perspective, that meets 
with the Connecticut Plan of Conservation and Development, and 
it has to be consistent with zoning laws throughout the local com- 
munities. We see that as a similar requirement as you’ve outlined 
here, and we would not have to do that twice or, to do different 
standards, if you will. 

Senator Graham. I would be interested, Mr. Morrissey, if you 
might suggest some language that we could consider that would ac- 
complish what seems to be an imminently reasonable suggestion. 

Mr. Morrissey. Another thing to keep in mind is this: The old 
Title II program did not allow for growth in the development of 
sewage treatment plants financed with those grants. Many States 
have held over those requirements, so that there may be already 
a no-growth statute prohibition at the State level as a remnant, if 
you will, of the old Title II program. 

Senator Graham. Mr. Rutherford, the issue of requiring asset 
management plans an including full cost recovery rate structures 
has as one of its goals to assure that there’s going to be enough 
money available for maintenance and repair, so that we don’t 30 
years downstream have a system that was designed to last 75 
years collapse on us because it hasn’t been adequately maintained. 

You raise some objection to doing it the way this bill proposes to 
do it. How would you, if you agree that it is a reasonable objective 
that there should be some asset management, including the capa- 
bility to do necessary ongoing maintenance and repair and rehabili- 
tation, how would you suggest we accomplish that objective? 

Mr. Rutherford. Mr. Chairman, I’ll have to fall back on my 
more parochial role from Vermont rather than speaking nationally 
to this question. We have encouraged systems for a long time — in 
fact, we do have a State requirement for assistance to set up a 
sinking fund, if you will, to be able to make necessary repairs over 
the useful life of a system. It does not require that it have any 
funds in it, however. So the purpose of it has not quite met its 
need. 

The concern that I have over that particular portion is that I in- 
terpret it to mean that systems would have to not just recover or 
not just cover the costs of ongoing maintenance and repairs to keep 
that system going for its useful life, but that it would also have to 
be setting aside a sinking fund to be able to pay for future capital 
construction needs, which I’m guessing is going to happen sooner 
than 60 or 75 years out. Given Federal drinking water regulations 
just in the last decade, there’s been a substantial amount of con- 
struction that’s needed to happen just to stay up with those, and 
there are more still coming. 

So if that interpretation is correct, then I think we would be 
looking at a water system paying back the loan that they got today 
over a 20- or even a 30-year period while at the same time they’re 
having to save up money to be able to pay for the next set of im- 
provements. 
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My experience has been that with many of the small systems 
that we have in Vermont, which are virtually all of them — we have 
no large systems in the State — is that, even with all of the assist- 
ance that we can give them, the best that they can do is just to 
keep up with that assistance. I don’t know how we’re going to be 
able to have in 20 years’ time an independent set of systems in the 
country that would be able to finance their own improvements 
when they needed them. I think there will continue to be a need 
for Federal or State assistance. 

Senator Graham. Senator Jeffords, I was a little concerned that 
Mr. Rutherford started his response to that last question by saying 
that he was not going to be looking at this from a national perspec- 
tive, but from the perspective of Vermont. You’ve taught us that 
Vermont is the national perspective. 

[Laughter.] 

Senator Jeffords. I didn’t see any conflict. 

[Laughter.] 

Senator Jeffords. For both of you, S. 1961 includes a provision 
to coordinate planning for water infrastructure projects with land 
use planning and transportation planning entities. How does this 
coordination, if any, actually happen today? That’s an easy one for 
you, Mr. Rutherford. 

Mr. Rutherford. Yes, it is, Mr. Chairman. Planning has been 
a difficult process, as we both know, in our State. But so much of 
the work that we’ve done in the Drinking Water Revolving Fund 
has been associated with addition of treatment to address Federal 
regulations or infrastructure improvements, that the issue of plan- 
ning and growth has always struck me as something that should 
have been considered perhaps years ago, before these small sys- 
tems, which we have so many of in Vermont, were created. 

So it seemed to me that it’s going to be hard to address this par- 
ticular part of the legislation because we don’t have strong regional 
statewide planning to coordinate with, and yet our systems are 
there. They are in the ground. They need to make improvements, 
whether they’re well-thought-out or not. 

Senator Jeffords. Mr. Morrissey. 

Mr. Morrissey. Senator Jeffords, we in Connecticut have what 
we call a Plan of Conservation and Development. That plan maps 
all of Connecticut into growth areas and non-growth areas, con- 
servation areas and open space areas. We are prohibited, by State 
statute, through the Connecticut Environmental Protection Act, in 
sewering areas which are designated as protection or open space. 
Therefore, when we develop a facilities plan, as I was saying be- 
fore, with a municipality to determine a sewer shed, we can only 
delineate the sewer shed in those areas designated for growth. We 
cannot use Federal or State funds to build sewers outside those 
areas which would induce growth in the rural conservation or in 
the open space areas. So it is part of our system already, as part 
of the CEPA review, if you will, in Connecticut. 

Senator Jeffords. Has it created any serious problems, as you 
rethink that, or is it working pretty well? 

Mr. Morrissey. Oh, it creates problems. There’s no doubt about 
that. 

Senator Jeffords. Yes. 
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Mr. Morrissey. For instance, recently, we have a town which 
historically planned on building an industrial park within its wa- 
tershed for its water supply reservoir, and we’ve had quite a row 
about whether or not we’re going to build sewers there, and if sew- 
ers are built there, what special land use controls will we place on 
that industrial development, such as limiting impervious areas to 
less than 10 percent, so that we don’t adversely affect that res- 
ervoir and the drinking water supply for that town. 

So it does lead to conflicts. Several of the conflicts are resolved 
legislatively, but typically we can work them out through negotia- 
tion. By and large, though, it works. It keeps sewers within the 
designated sewer sheds that we agree to with municipalities during 
the planning stages for our projects. 

Senator Jeffords. Thank you, Mr. Chairman. 

Mr. Morrissey. May I ask, what is that? 

[Laughter.] 

Senator Graham. Well, the answer to that question is that is a 
quorum call, which is the parliamentary equivalent of timeout, 
which means that, for various reasons, whatever is currently tran- 
spiring will be suspended until people can figure out what they 
want to do next. 

[Laughter.] 

Senator Jeffords. These are some, well, shall we say, awaited 
moments where nobody’s talking on the Senate floor, and so every- 
body relaxes a little while, and sometimes that helps, but we’ll see. 

[Laughter.] 

Senator Jeffords. Well, it’s a close balance between the help 
that you get by a few seconds of respite from talk and the mental 
distress at having to listen to those “blank” buttons go off. 

[Laughter.] 

Senator Graham. Gentlemen, thank you very much. I would like 
to make the same request that I did of the previous witnesses. If 
there are any specific modifications — to use as an example, Mr. 
Morrissey, your suggestion of an equivalency standard — we would 
like the benefit of your specific wording, and similarly, Mr. Ruther- 
ford. 

As I indicated, because we are operating under the whiplash of 
Senator Jeffords, we’re trying to move this bill expeditiously, and 
we would appreciate having your suggestions, say, within the next 
week, and the record will be open for the next 2 days, if you would 
like to supplement the statements that you have made. 

Mr. Rutherford. Thank you, Mr. Chairman. 

Mr. Morrissey. Thank you. 

Senator Jeffords. Thank you very much. 

Senator Graham. Thank you. 

[Whereupon, at 12:05 p.m., the subcommittee was adjourned, to 
reconvene at the call of the chair.] 

[Additional statements submitted for the record follows:] 

Statement of Hon. Paul S. Sarbanes, U.S. Senator from the State 

OF Maryland 

Thank you, Mr. Chairman, for this opportunity to testify on S. 1044, the Chesa- 
peake Bay Watershed Nutrient Removal Assistance Act. At the very outset, I want 
to commend you, and other members of the Committee, for focusing attention on our 



247 


nation’s clean water infrastructure needs. This issue is of vital importance to the 
State of Maryland and to our continued efforts to restore the Chesapeake Bay. 

Despite improvements over the past two decades, Maryland and, indeed, the 
Chesapeake Bay region still face very significant water quality problems and needs. 
In December 2001, a “Task Force on Upgrading Sewerage Systems,” commissioned 
by Governor Parris Glendening completed an assessment of the costs to implement 
needed sewerage requirements to address combined sewer overflows (CSOs), sani- 
tary sewer overflows (SSOs), and other upgrades at wastewater treatment plants 
throughout Maryland and identified $4.3 billion of capital needs. Maryland’s most 
recent allotment under the Clean Water Act’s State Revolving Loan Fund was $32.5 
million, and even when combined with State and local funds, the Task Force report 
estimates a gap of $80 — $140 million a Year in needed sewerage infrastructure 
spending. Clearly, continuing and enhancing the State Revolving Loan Fund is a 
vital part of the assistance needed to help address that gap. 

But I am concerned about using just the needs survey to determine State appor- 
tionments for the SRF, as proposed is S. 1961. The survey was designed for tradi- 
tional sewer needs and does not account very accurately for restoration, reconstruc- 
tion, storm water and non-point source control needs, which are difficult to quantify. 
Moreover, it unfairly penalizes States, like Maryland, which have worked aggres- 
sively to upgrade sewage treatment facilities — utilizing State funds and over- 
matching Federal revolving loan funds. In addition, it fails to measure very well the 
overall water quality challenge a State or region faces. In my judgment, the ulti- 
mate formula for the SRF should have a broader water quality measure in it — some 
factor related to the percent of waters not meeting designated uses or water quality 
standards. I hope that the Committee will work with us to address these defi- 
ciencies in the needs survey, which is being used as the basis for the new formulas 
in S. 1961. 

In the Chesapeake Bay watershed, we face a special challenge of finding ways to 
further reduce the level of nitrogen and phosphorus in wastewater effluent. Nutrient 
over-enrichment from both point and non-point sources remains the most serious 
and ubiquitous pollution problem facing the Chesapeake Bay. In 1987, the Gov- 
ernors of Maryland, Virginia, Pennsylvania, the Chesapeake Bay Commission, the 
Mayor of the District of Columbia and the Administrator of the EPA, on behalf of 
the Federal Government, signed a Chesapeake Bay Agreement which set a goal of 
a 40 percent reduction of nitrogen and phosphorous loads to the main stem of the 
Bay by the year 2000 — the most ambitious voluntary commitment for restoring 
water quality of any region in the nation. During that 13 year period, tremendous 
efforts and investments were made by all the jurisdictions in upgrading sewage 
treatment plants as well as implementing Best Management Practices on agricul- 
tural lands to meet that goal. 

Two years ago, the States and the Federal Government conducted an extensive 
evaluation of cleanup progress since the 1980’s and determined that, unfortunately, 
we have fallen short of the 40 percent goal. Estimates through the use of computer 
models indicated that, although nitrogen loads delivered to the Bay and all its tribu- 
taries declined by nearly 53 million Ibs/year and phosphorus loads declined nearly 
7 million Ibs/year, Bay- wide nitrogen loads fell about 21 million Ibs/year short and 
phosphorus loads fell nearly 3 million Ibs/year shy of the 2000 goal. A new Chesa- 
peake 2000 agreement was signed reaffirming the 40 percent nutrient reduction 
goal agreed to in 1987, and committing the signatories to go much further by cor- 
recting all nutrient related problems in the Chesapeake Bay by the year 2010. But, 
without Federal funds for wastewater treatment plant upgrades, the States will be 
unlikely to meet the 2010 water quality goal. 

Recent modeling of EPA’s Bay Program has found that total nutrient pollution 
must be further reduced by more than 45 percent from current levels to restore the 
Chesapeake Bay and its major tributaries to health. To do so, the current annual 
nitrogen discharge of 285 million pounds will need to be cut by at least 130 million 
pounds. Municipal wastewater treatment plants, in particular, can be a major 
source of these needed reductions. 

As you can see from this map, there are approximately 300 major wastewater 
treatment plants in the Chesapeake Bay watershed. These plants contribute about 
60 million pounds of nitrogen per year, more than one-fifth, of the total load of ni- 
trogen to the Bay. Typically, these plants discharge about 18 mg/liter of nitrogen 
in their effluent but 71 of the plants have been upgraded with some form of nutrient 
removal technology to achieve nitrogen concentrations of about 8 mg/liter. By fur- 
ther upgrading these plants with nutrient removal technologies to achieve nitrogen 
reductions of 3 mg/liter — state-of-the-art reductions — scientists estimate that we 
would remove 42 million pounds of nitrogen in the Bay each year or about 40 per- 
cent of the total nitrogen reductions needed. 
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The legislation which Senators Mikulski, Warner, Allen, Specter, Santorum and 
I sponsored, would establish a grants program to encourage States and municipali- 
ties in the six-State Chesapeake Bay watershed to go the extra mile and install nu- 
trient reduction technologies at major wastewater treatment facilities to achieve 
state-of-the-art nitrogen reductions of 3 mg/liter. Our legislation would provide 
grants for 55 percent of the capital cost of upgrading the plants. The total cost of 
these upgrades is estimated at $1.2 billion, with a Federal share of $660 million. 
Any publicly owned wastewater treatment plant which has a permitted design ca- 
pacity to treat an annual average of 0.5 million gallons per day within the Chesa- 
peake Bay watershed portion of New York, Pennsylvania, Maryland, West Virginia, 
Delaware, Virginia and the District of Columbia would be eligible to receive these 
grants. These nutrient reduction technologies are the most reliable, immediate and 
cost-effective ways to reduce nutrient loads to the Chesapeake Bay. 

Mr. Chairman, if we are to achieve the ultimate, long-term goal of the Bay Pro- 
gram — improving and protecting the water quality and living resources of the 
Chesapeake Bay — Federal assistance in upgrading sewage treatment plants and in 
this nutrient reduction effort is absolutely essential. The States cannot do it alone, 
particularly given the interstate nature of the pollution problem facing the Chesa- 
peake Bay. The Bay is a unique national resource. It is the largest and most produc- 
tive estuary in the country, with a watershed encompassing 64,000 square miles 
and parts of six States and the District of Columbia. Its unique ecological features 
combine with its tremendous economic and cultural importance to make it a re- 
source that deserves national protection. I hope that the Committee can act quickly 
to approve this measure and report it to the full Senate for consideration. 


Statement of Robert M. Hirsch, Associate Director for Water, U.S. 

Geological Survey, Department of the Interior 

Mr. Chairman and Members of the Subcommittee, thank you for the opportunity 
to testify today on S. 1961, “The Water Investment Act of 2002.” As you know, the 
mission of the U.S. Geological Survey (USGS) is to provide scientific information to 
support decisionmaking on issues of resources, environmental quality, and natural 
hazards. Information about water has been a central part of our agency’s mission 
throughout our 123-year history. My remarks will be limited to Title IV of the bill, 
which relates to USGS. EPA has provided the Administration’s views on the re- 
mainder of the bill. 

As such, we agree that the role defined in Title IV of the bill is an appropriate 
one for the USGS and that it could improve Federal coordination of water informa- 
tion, but we would welcome an opportunity to work with the Committee on the bill 
language to assure that the tasks are feasible and clearly defined and that they are 
appropriate for the USGS as a Federal scientific agency. Let me begin by providing 
some general context for my remarks. 

Competition for water to meet the needs of homes, cities, farms, and industries 
in many parts of the country is increasing, as are requirements to leave water in 
the streams and rivers to meet environmental and recreational needs. Information 
on water resources is needed at many levels to address these issues. Included 
among these is information to help shed light on overall changing conditions of scar- 
city, use, and competition for water to help inform discussions about potential 
changes in policies and investment plans related to water. In this regard, the USGS 
received a directive from Congress as part of the report on the fiscal year (FY) 2002 
Appropriations for Interior and Related Agencies (House Committee on Appropria- 
tions) to prepare a report describing the scope and magnitude of the efforts needed 
to provide periodic assessments of the status and trends in the availability and use 
of freshwater resources. 

Our efforts over the past 6 months in preparing that report have provided us with 
some insight that may be useful to this Subcommittee as it considers this legisla- 
tion. In preparing our report to Congress, the USGS has solicited input from many 
individuals and organizations involved in issues of water availability and use. We 
asked them what types of decisions and policy issues would benefit from improved 
water facts today and in the future, how to build on existing efforts, and where to 
expand collaborative opportunities. In response to our request, we received nearly 
100 responses from the water-management and policy communities. 

There were several clear messages. First, there was consensus that a better set 
of facts is needed for informed decisions related to water availability and use. Na- 
tional organizations, in particular, noted the need for consistent indicators of water 
availability across the country. However, individuals representing State and local 
governments reminded us that many States have conducted extensive planning to 
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quantify water availability now and in the future, and that the availability and use 
of water is a State, local, or tribal issue in most respects. 

Our report to the House Appropriations Committee is in the final stages of review 
at the present time. Based on the comments we received from others, we believe 
that the critical need is for regular reporting on indicators of the status and trends 
in storage volumes, flow rates, and uses of water nationwide. This information is 
not available in an up-to-date, nationally comprehensive and integrated form. 

Water availability is a function of the total flow of water through a basin, its qual- 
ity, and the structures, laws, regulations, and institutions that control its use. Infor- 
mation is currently synthesized about the Nation’s water quality by the USGS Na- 
tional Water-Quality Assessment (NAWQA) program — A program that has recently 
been reviewed by the National Research Council (NRC) after completing its first 
decade. The NRC/NAWQA review committee stated “NAWQA is providing key na- 
tional leadership, reporting, and assessing the quality of surface water and ground- 
water resources across the Nation. Furthermore, NAWQA is playing a vital role in 
balancing its good science with responsiveness to policy and regulatory needs. This 
is a vital function.” The assessment required by this bill could be used with water- 
quality information from NAWQA and other existing water-quality programs to pro- 
vide a more complete national picture of both the quantity and quality aspects of 
water availability. 

Data that are germane to issues of water availability include population statistics, 
land uses, water costs and pricing, climate data, and instream-flow requirements for 
aquatic habitats. These data are compiled by State and local agencies, by univer- 
sities and water-resource organizations, and by several Federal agencies. 

INDICATORS OF WATER AVAILABILITY AND USE 

An assessment, such as called for in this bill, would need to rely on up-to-date, 
nationally consistent indicators that would reflect the status and trends in water 
availability and use nationwide, for surface-water flows and storage, ground-water 
levels and storage, and water use. 

Surface 'Water 

Currently, the USGS provides a number of assessment-type streamflow products 
at daily, weekly, and monthly time scales. These products, such as the online 
WaterWatch Internet site, are useful to emergency managers, public officials, and 
others tracking floods and droughts and to private citizens planning recreational ac- 
tivities. The USGS will continue to produce these types of information on daily to 
monthly conditions through our existing programs. Indicators that support longer- 
term water-availability decisions, however, require compilation of streamflow infor- 
mation at longer time scales. 

Groundwater 

Long-term, systematic measurements of ground-water levels provide essential 
data needed to evaluate changes in ^ound-water storage over time. The density of 
existing monitoring wells varies considerably from State-to-State, and even more so 
among major aquifers, with very limited monitoring in many aquifers. Thus, an in- 
ventory of existing water-level networks for major aquifer systems would be useful 
to identify data gaps across the Nation and determine the detail to which we can 
provide this information. 

'Water Use 

Tracking water use is an important part of understanding water availability. The 
USGS has compiled and disseminated estimates of water use for the Nation at 5- 
year intervals since 1950. The National Research Council (NRC) recently reviewed 
the USGS program for water-use information and will be making a number of rec- 
ommendations for improvement of the program to address inconsistencies in the 
availability of water-use data from State to State. This NRC report will be released 
within the next few months. We would encourage the Committee to seek their input 
on this important component of the water resource equation. Valid and consistent 
water-use data are as vital as river flow or ground-water data and are often even 
more difficult to acquire. An assessment such as is envisioned by this legislation de- 
pends on water-use data. The responsibility for collecting and analyzing these data 
must be shared by the States and the Federal Government. 

SUMMARY 

In summary, in response to the directive from Congress and with input from 
many others, the USGS has developed concepts for a national assessment of fresh- 
water availability and use. The proposed assessment would develop and report on 
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indicators of the status and trends in storage volumes, flow rates, and uses of water 
nationwide. Currently, this information is not available in an up-to-date, nationally 
comprehensive and integrated form. The development and reporting of national indi- 
cators of water availability and use would be analogous to the task of other Federal 
statistical programs that produce and regularly update indicator variables that de- 
scribe economic, demographic, or health conditions of the Nation. Any such effort 
would comply with the Office of Management and Budget’s (0MB) recently issued 
Information Quality Guidelines. 

The assessment would be highly collaborative, involving the USGS along with 
Federal and State agencies, Indian tribes, universities, and non-governmental inter- 
ests. Collaboration across agency boundaries would ensure that information pro- 
duced by the USGS could be aggregated with other types of physical, social, eco- 
nomic, and environmental data that affect water availability. 

In regard to Section 403(b) on water resource research priorities we would note 
that we are currently engaged in contracting with the National Research Council, 
at the direction of Congress, to conduct a study of the priorities for, and best means 
of organizing, water research across the Federal Government. We would suggest 
that this National Research Council effort may provide very valuable inputs to help 
carry out the objectives of this section. 

In regard to Section 403(c) on information delivery systems, the objectives defined 
here are very much in concert with the existing charge to the USGS under 0MB 
Memorandum 92-01 on “Coordination of Water Resources Information.” This section 
would reinforce our ongoing role of coordination of water information across the Fed- 
eral Government. 

In closing, again, we agree that the role defined in the bill is an appropriate one 
for the USGS, but we would welcome an opportunity to work with the Committee 
on the language of Title IV, to assure that the tasks are clear and feasible and that 
they are appropriate for the USGS as a Federal scientific agency. For example, the 
bill directs the USGS to identify areas of the United States that are at risk for 
water shortages or surpluses. However, long range predictions of water supplies 
cannot be determined solely by physical science but are heavily dependent on 
human decisions to invest in infrastructure, restrict use, change water laws, etc., 
which are largely State decisions. The USGS makes a significant contribution to 
these issues by regularly providing indicators of the changing status of the Nation’s 
water resources derived from long-term monitoring. 

We appreciate this opportunity to discuss USGS capabilities and I welcome any 
questions you may have. 


Statement of Andrew M. Chapman, President, Elizabethtown Water Company 
ON Behalf of The National Association of Water Companies 

Good afternoon, Mr. Chairman and Members of the Subcommittee, my name is 
Andrew Chapman. I am the President of Elizabethtown Water Company in New 
Jersey, and I am a Vice-President of the National Association of Water Companies. 

NAWC is a non-profit trade association that exclusively represents private and in- 
vestor-owned drinking water utilities. I am offering this testimony on behalf of 
NAWC’s membership-the 200 members in 39 States-which provide safe reliable 
drinking water to more than 22 million Americans everyday. I’m pleased to report 
that NAWC has members in nearly every State represented on this Subcommittee; 
Elorida, Idaho, Montana, Missouri, Nevada, Virginia, New York, Rhode Island, New 
Jersey, and Colorado. 

Mr. Chairman, NAWC commends you and this Subcommittee for taking on the 
important issue of water infrastructure financing, introducing S. 1961, the Water 
Investment Act of 2002, and holding these hearings today. The challenge of replac- 
ing and upgrading infrastructure is one of the greatest and most pressing facing our 
industry today. Congressional interest in this challenge, as demonstrated by the in- 
troduction of S. 1961 and the several hearings on the issue held over the last year, 
underlines this fact. 

We are particularly encouraged that this legislative project is being undertaken 
in a bipartisan fashion, a practice that drinking water issues have enjoyed in this 
committee for some time, and one that we sincerely hope continues far into the fu- 
ture. 
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GENERAL COMMENTS 

NAWC along with our colleagues in the H 2 O Coalitionli support S. 1961 and urge 
this committee to consider and report the bill to the full Senate at the earliest pos- 
sible date. 

This bill embraces many of the principles the H 2 O Coalition has been advocating 
for more than a year now. It encourages utilities to use creative public-private part- 
nerships, consolidation and other solutions in addressing their infrastructure chal- 
lenges. The bill will also keep the industry on the path to self-sustainability through 
rational rate structures and sound asset management practices. The authors of the 
bill have wisely thought outside the box with an innovative program designed to as- 
sist disadvantaged consumers, instead of the entire utility in circumstances where 
only some of the utility’s customers are disadvantaged. Finally, S. 1961 at last puts 
the customers of privately owned utilities on full and equal footing with those of 
municipal utilities by extending private utility eligibility to the Clean Water SRF 
(CW-SRF) and encouraging all States to extend private utility eligibility to both the 
CW-SRF and Drinking Water SRF (DW-SRF). 

Conversely, S. 1961 wisely does not authorize a large grant program which some 
have been advocating. We are encouraged, Mr. Chairman, that you and your col- 
leagues in drafting this bill saw the error in authorizing an old fashioned and out- 
dated grant program that would do more harm than good for the entire water indus- 
try, waste taxpayers’ money, and add to the Federal budget deficit. 

SPECIFIC COMMENTS 

DW-SRF and CW-SRF Restructuring. — First, S. 1961 signals congressional sup- 
port for creative non-governmental solutions to the infrastructure financing chal- 
lenge by explicitly tying SRF assistance (both DW-SRF and CW-SRF) to: 

1. Consolidating ownership and/or management functions with other facilities. 

There are over 50,000 community water systems in the United States many 
of which are very small. In many, but not all, cases the financial challenges fac- 
ing these utilities can be addressed by achieving economies of scale through con- 
solidation. By tying consideration of consolidation with SRF assistance. Con- 
gress will encourage localities to put aside parochial interests, expand their vi- 
sion and do what is right for the customer. 

2. Forming public-private partnerships or other cooperative partnerships 

Municipalities large and small all over the country have realized great sav- 
ings and success through partnerships with private firms. These partnerships 
take many forms, from contracting out small portions of a utility’s operations, 
such as billing or meter reading, to multi-year all inclusive management con- 
tracts wherein a private firm runs and manages all aspects of a municipally 
owned utility, to the transfer of assets to a private company. Cost savings that 
localities have realized over the years from such arrangements range up to 40 
percent, freeing up much needed capital for infrastructure replacement, without 
burdening either the customers or the American taxpayer. 

Second, S. 1961 seeks to avoid some past mistakes of government assistance pro- 
grams by requiring utilities receiving DW-SRF and CW-SRF assistance to have in 
place: 

1. A rate structure that reflects the actual cost of service, taking into account 
capital replacement funds, and 

2. A sound asset management plan conforming to generally accepted industry 
practices and including a schedule of investments to meet and sustain perform- 
ance objectives. 

These provisions require managers to take an enterprise approach to utility man- 
agement and move all systems toward self-sustainability. The provisions will force 
utilities to solve their infrastructure problems in ways that are the least onerous 
to the American teixpayer, yet are responsible, efficient and effective. 

Absent these important safeguards we could relive many of the problems of past 
government subsidy programs wherein: 

1. Small or inefficient utilities were artificially propped up, discouraging consoli- 
dation and regionalization; 

2. Utilities became dependent on the government funds and needed regular infu- 
sions creating greater reliance on government money; 


^The H2O Coalition is made of the National Association of Water Companies, the Water and 
Wastewater Equipment Manufacturers Association, and the National Council on Puhlic-Private 
Parnerships. 
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3. Because of the subsidy, the American people got a false impression of the true 
cost of water, discouraging conservation; and 

4. The private sector was effectively barred from participation in the industry, 
thus denying utilities the benefits of the free marketplace and its associated innova- 
tions and economies. 

Some will argue that these provisions represent a too heavy-handed government 
approach to legislating, and are thus a step backward. We disagree. While both the 
CW-SRF and DW-SRF are administered through the States and include some State 
matching money, the vast majority of the SRFs’ corpora are made up of Federal 
money coming from the American taxpayer. Therefore, the Federal Government has 
a responsibility to the American teixpayer to be sure their money is distributed and 
used in an efficient and accountable manner, as S. 1961 would do. 

Subsidization for Disadvantaged Users. — Section 203 introduces a new and inno- 
vative approach for targeting SRF moneys to subsidize the water rates of economi- 
cally disadvantaged customers, as opposed to giving assistance to utilities in a form 
that subsidizes everyone’s water rates. The bill provides for favorable loan terms, 
including principal forgiveness, to directly assist disadvantaged customers. NAWC 
and the H 2 O Coalition have long championed this target use of DW-SRF assistance 
and we are ^eatly encouraged to see the sponsors of this bill moving the DW-SRF 
in this direction. 

There may be many instances, particularly in larger utilities, where there are 
many disadvantaged customers who need assistance paying their bills, even though 
the vast majority of the customers of the particular utility have the means to pay 
the full cost of service. In such cases it makes no sense for the DW-SRF to subsidize 
the entire utility, when in fact only a percentage of customers need the assistance. 
This innovation will allow States to target assistance to where it is most needed, 
freeing up money for the worthiest projects. 

Private Utility Aeeess. — ^As you can imagine, the NAWC, as the representative of 
the private water industry, is particular happy to see that all utilities are treated 
equally in S. 1961, regardless of ownership. First, the bill makes private utilities 
eligible for the first time for assistance from the CW-SRF. This is a long delayed 
and much needed innovation to that program that will place all systems on a level 
playing field. 

Private utilities have had access to the DW-SRF since it was established in 1996. 
When Congress established the DW-SRF it correctly determined that benefits of the 
DW-SRF would flow to the customers of the utilities, not to the owners or share- 
holders. This is no less true for the customers of privately owned wastewater utili- 
ties. 

Second, we are also greatly supportive of provisions in S. 1961 that will bring fair- 
ness to the State SRF allocation process. The bill’s provisions require States that 
include private utilities in their needs survey (thus maximizing the State’s total 
DW-SRF allocation) to also ensure that private utilities are actually eligible for such 
assistance. As incredible as it may sound, currently there are 13 States that include 
private utilities in their needs survey but exclude those same utilities from eligi- 
bility for loans because of State laws or practices. S. 1961 will end this practice in 
the DW-SRF and keep it from happening in the CW-SRF. 

Authorizations. — S. 1961 would authorize $35 billion over the next 5 years for the 
two SRFs, with a combined $7 billion in fiscal year 2006, and an eye-popping $12 
billion in fiscal year 2007. We question whether Congress will ever appropriate any- 
thing close to these levels, considering that such appropriations would increase 
EPA’s budget about 2.5 times. 

We are concerned that such large authorizations, with relatively little chance of 
similar appropriations, may send counterproductive signals to utility operators. Util- 
ities may defer making the necessary investments and hard choices required today 
with the false hope of significant Federal assistance coming their way in the future. 

Section 205: Competition Requirements. — ^While we embrace the concept of com- 
petition in procurement, we are concerned with the requirements in Section 205 
that might force utilities to specify “brand name or equal” in their procurement doc- 
uments. We have found from long experience that “equal” often means in practice 
inferior equipment. We believe the procurement process today under the Drinking 
Water SRF is highly competitive, encourages innovation, and need not be modified. 

ADDITIONAL ISSUES FOR CONSIDERATION 

Private Activity Bonds. — ^As we have testified here before, one of the easiest and 
least expensive incentives Congress can provide to address the infrastructure issue 
in a sound and efficient manner is to remove the existing volume caps on Private 
Activity Bonds for water and wastewater infrastructure improvement. This simple 
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change will make capital both easier to obtain and less expensive for partnerships 
between the public and private sector, thus making such partnerships much more 
economically attractive to all concerned. 

I understand that this, being a teix issue, is outside of the jurisdiction of this com- 
mittee. It is, however, one of the most important modifications Congress can make 
to give local governments the tools they need to meet this coming infrastructure 
challenge. 

Since 1986 Congress has limited, under arbitrary State volume caps, the use of 
tax-exempt financing by private entities working for the public good. The cap has 
the unfortunate effect of limiting the use of private sector approaches for providing 
vital services, such as water services. Preliminary modeling indicates that this 
minor alteration in the tax code would cost the Federal Government very little ($147 
million over 10 years^), yet leverage huge sums of private capital. 

This proposal has precedent. Congress has exempted other environmental facili- 
ties (certain waste disposal facilities) from the State volume caps because of a per- 
ceived public need. 

This proposal enjoys far reaching support. In the House, bipartisan legislation has 
been introduced which would make these changes. Also, the U.S. Conference of 
Mayors, the Water Infrastructure Network (WIN), and the U.S. Environmental Pro- 
tection Agency’s Environmental Financial Advisory Board have endorsed the pro- 
posal. 

Compliance with Drinking 'Water as a Defense in Lawsuits. — We have reported 
many times to this Committee on a disturbing trend that has been observed recently 
in many parts of the country, which could directly affect the ability of all utilities 
(both publicly and privately owned) to face the infrastructure financing challenges. 

This trend involves coordinated litigation aimed squarely at America’s water in- 
dustry, and the drinking water quality standard setting and regulatory system 
under which it has operated for many years. Massive civil lawsuits involving hun- 
dreds of plaintiffs have been organized and commenced against water suppliers in 
several States for allegedly suppl 3 dng contaminated water even when these utilities 
have been in full compliance with State and Federal drinking water quality stand- 
ards. These suits have targeted both privately owned and municipal water systems. 

To address this problem the entire drinking water industry has come together to 
support legislation that would make compliance with drinking water standards a 
defense in such lawsuits. Such legislation would not only deter unfounded lawsuits 
but would also assure the viability of Federal standards that would otherwise be 
eroded by juries second-guessing the national regulatory process. A regulatory proc- 
ess that has given our citizens the safest water in the world. Therefore, NAWC, 
along with five other associations representing public, private and rural utilities 
support legislation that would make compliance with Federal drinking water stand- 
ards a defense in lawsuits involving contaminants covered by such standards. 

If Congress does not pass such legislation the repercussions of expensive, un- 
founded lawsuits could be extremely costly to our industry, the EPA, and the public. 
Costs include significant utility defense costs, higher liability insurance costs, and 
the costs of any adverse judgments that may be imposed by the courts, even when 
the utility has been in full compliance with EPA’s standards. 

In addition, if lawsuits like these are successful and proliferate, it will be a ter- 
rible blow to the drinking water standard setting process. In effect EPA’s standards, 
which are developed through an open and scientifically based regulatory process es- 
tablished under the SDWA of 1996 after long deliberations, will be replaced with 
standards established by juries all around the United States, who have no scientific 
training or water expertise. Any new “safe” levels established by these juries will 
become de facto standards and undermine the legal authority of EPA’s national 
standards, producing chaos within the industry, since utilities will not know which 
standard to comply with. 

We do not need this at a time when there are other pressing needs, such as infra- 
structure replacement, increased security, and compliance with new standards, such 
as arsenic. These costs will eventually have to be borne by the customers of the 
water utilities, increasing their costs without providing any commensurate benefits, 
and increasing the chance that water, America’s best value, will become 
unaffordable. 

Two years ago the U.S. Supreme Court confirmed the principle of compliance with 
Federal regulations as a defense in a tort action Geier v. American Honda Motor 
Company. The action alleged that Honda was negligent in failing to equip its 1987 
Accords with airbags, even though Honda was in compliance with U.S. Department 
of Transportation (DOT) standards, which provided for a phase in of passive re- 


According to the Joint Tax Committee; February 12, 2002. 
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straints over time. The Court held that the plaintiffs attempt to establish a different 
standard was pre-empted by the uniform Federal regulations. 

The Honda case is directly controlling over the recent drinking water cases, and 
we believe that utilities that are in compliance will ultimately win these lawsuits- 
but only after expensive trials and lengthy appeals. In a time of scarce resources 
we believe that Congress has an opportunity to resolve the issue now, and we en- 
courage this Committee to include in S. 1961 language making compliance with 
drinking water standards a defense in lawsuits. 

CONCLUSION 

Mr. Chairman, we appreciate the leadership role that you and this Subcommittee 
have taken to address drinking water infrastructure problems. S. 1961 is an excel- 
lent response to the infrastructure challenge and we look forward to working with 
you, the entire Committee, and your staffs in advancing this legislation through 
Congress. 

In conclusion, Mr. Chairman, thank you very much for the opportunity to present 
our views, and I would be happy to respond to any questions. 


Statement of Jerry Johnson, General Manager, District of Columbia Water 

AND Sewer Authority on Behalf of the Association of Metropolitan Water 

Agencies 

Good afternoon, Mr. Chairman, members of the subcommittee. 

My name is Jerry Johnson, and I’m the General Manager of the District of Colum- 
bia Water and Sewer Authority. I’m testifying today on behalf of the Association of 
Metropolitan Water Agencies (AMWA). AMWA is a nonprofit organization rep- 
resenting the nation’s largest publicly owned water agencies. These large systems 
provide drinking water to approximately 110 million people from Anchorage, Alaska 
to Miami, Florida. 

The DC Water and Sewer Authority provides retail water services to residents 
and businesses in the District of Columbia and parts of Virginia. WASA also pro- 
vides wastewater treatment for the District of Columbia, portions of Montgomery 
and Prince Georges counties in Maryland and Fairftix and Loudon counties in Vir- 
ginia as well as the town of Vienna, Virginia. WASA’s Blue Plains Wastewater 
Treatment Plant, located in South West Washington, is the largest advanced waste- 
water treatment facility in the world. 

Thank you for introducing S. 1961, the Water Investment Act of 2002, which is 
the first legislation to increase the Federal investment in drinking water infrastruc- 
ture since the 1996 amendments to the Safe Drinking Water Act. 

The association believes the bill takes a major step in the right direction, by pro- 
posing to triple the authorization of the Drinking Water State Revolving Fund 
(SRF). While the needs of drinking water agencies over the 5-year period covered 
by the bill are nearly $60 billion, the bill’s proposed authorization, if enacted and 
appropriated, would fund hundreds of projects to ensure safe drinking water for dec- 
ades to come. 


assistance to metropolitan water agencies 

Like current law, the bill’s main focus is to help drinking water systems comply 
with the Safe Drinking Water Act. The bill also reinforces the Drinking Water SRF’s 
support of small water systems, through the capacity development program, restruc- 
turing assistance, technical assistance and, most importantly, a 15-percent set aside 
for small systems. (Some States make loans to large water systems to ensure the 
funds revolve, especially where small systems are not prepared to apply for assist- 
ance.) 

AMWA would like the subcommittee to consider ways to help metropolitan water 
agencies with replacing aging infrastructure. (Metropolitan water agencies serve the 
nation’s larger communities.) To get a sense of the needs facing metropolitan water 
agencies, consider this: according to a recent survey, just 32 metropolitan systems 
reported that they must spend $27 billion over the next 5 years on drinking water 
and wastewater infrastructure'^. Nationwide, the needs of metropolitan water agen- 
cies are much higher. Yet 31 States provided no assistance to metropolitan water 
agencies in fiscal year 2001. If the proposed authorization in S. 1961 is appro- 


'Waterworld, December 2001 
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priated, States will have more money to lend to metropolitan water systems, but 
higher authorizations and programmatic changes are necessary, too. 

The cities that are served by metropolitan water utilities are the economic engines 
of their States and the Nation, and a significant Federal investment in these large 
publicly owned agencies will translate into stronger water delivery systems, better 
fire protection, and thousands of new jobs. 

Therefore, AMWA recommends a IS-percent set-aside for metropolitan drinking 
water agencies, to make certain that States address their needs. Under this pro- 
posal, small systems would continue to get the help they need to comply with the 
Safe Drinking Water Act, and metropolitan water agencies could invest the billions 
of dollars needed to replace aging infrastructure. In States where there are few met- 
ropolitan systems or where the systems do not need assistance, the funds set aside 
could be used for small systems. 


SECURITY 

The capital needs facing water systems to make their facilities and consumer 
more secure are likely to run into the billion of dollars, and AMWA believes the Safe 
Drinking Water Act should specifically authorize Drinking Water SRF assistance for 
capital projects related to security. EPA guidance to States indicates these projects 
are eligible for funding, but something more substantial, namely legislation, is need- 
ed to show congressional intent to allow such assistance. 

RATE STRUCTURE AND ASSET MANAGEMENT 

Among the new requirements established by S. 1961 are implementation of re- 
sponsible rate structures and asset management plans. These practices embody 
those commonly used in metropolitan water agencies today. For instance, WASA has 
developed a comprehensive, 10-year capital improvement program that totals $1.6 
billion, of which approximately $505 million is attributable to drinking water infra- 
structure projects. Since its creation in 1996, WASA has raised its rates by 52 per- 
cent. Over the next 10 years, WASA projects that it will need to raise its rates by 
5 to 7 percent annually, due primarily to infrastructure upgrade and replacement 
needs. 

In addition, WASA has an asset management plan to ensure capital is available 
for future upgrades, and, like most large water systems, the authority complies with 
the general accounting standards for State and local government known as GASB 
34. 

These concepts are nothing new to metropolitan water systems. Maintaining our 
bond ratings and accessing capital in open market necessitate our adherence to 
these good practices. 

For these reasons, AMWA applauds the sponsors of S. 1961 for highlighting them, 
and AMWA encourages the subcommittee to maintain these best practices as ideals 
and provide the opportunity for utilities that have not yet adopted them to do so. 
There are a wide variety of equally reasonable approaches to defining the full cost 
of service and responsible asset management, and these areas are not in the realm 
of State environmental agencies or the U.S. EPA, both of which would have to de- 
velop rules or guidance and criteria for enforcement and compliance. Rate design 
is a particularly complex issue. For instance, consider the possibility that charging 
the full cost of service, covering all Federal and State regulations and replacement 
of aging infrastructure, could put rates far beyond U.S. EPA’s affordability criteria. 

AMWA urges the subcommittee to avoid a situation in which the States or U.S. 
EPA enter the domain of local government and attempt to reinvent the wheel. In- 
stead, industry organizations have many years of experience in this area and could 
be relied upon to provide technical and educational service to those utilities that 
have not adopted the practices. Let’s not discard what responsible water agencies 
have already accomplished and create a layer of bureaucracy that could make apply- 
ing for SRF assistance too cumbersome, thus undermining the purpose of the pro- 
gram. 


CONSULTATION WITH STATE PLANNING AGENCIES 

AMWA appreciates S. 1961 highlighting the importance of coordinating planning 
decisions with relevant State planning agencies, but the association is concerned 
that a Federal requirement to consult these agencies may be burdensome or may 
intrude on the domain of local government. Metropolitan water agencies are natu- 
rally a part of local land use planning efforts, and consulting and coordinating with 
the appropriate bodies is standard practice. 
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CONSOLIDATION, PARTNERSHIPS AND NONSTRUCTURAL ALTERNATIVES 

AMWA applauds the bill’s sponsors for emphasizing the importance of creative ap- 
proaches to managing a water utility by encouraging consolidation, partnerships, 
and adoption of nonstructural alternatives. Many water systems are already consid- 
ering various approaches to regional water management and it is important that 
these types of arrangements be evaluated and supported. 

An excellent example is the Contra Costa Water District, a metropolitan system 
in California. Contra Costa is working with other local water entities in a variety 
of partnerships, ranging from providing less costly water supplies to cooperation in 
obtaining new supplies and developing needed infrastructure. One Contra Costa 
partnership with a local water system will save more than $7 million over the cost 
of separate solutions. Another Contra Costa partnership, involving three agencies, 
provided an alternative water supply that will save up to $13 million. In a third, 
10 water and sanitation agencies joined to conduct a water supply and infrastruc- 
ture study that focused on the region, thereby providing a more beneficial plan for 
the region as a whole. 

Rather than require consideration of alternative approaches as part of a loan ap- 
plication process, the SRF should provide financial incentives in the form of grants 
or loan forgiveness for those drinking water systems that develop alternative ar- 
rangements that provide more effective and efficient management of local resources. 
In particular, financial incentives should be provided to those drinking water sys- 
tems that agree to partner with small systems facing compliance problems. 

PUBLIC-PRIVATE PARTNERSHIPS 

Among the partnerships water systems would be required to consider under S. 
1961 are public-private partnerships. These could include design-build solutions, 
contract management or other forms of privatization. 

Whether a water agency specifically considers public-private partnerships should 
remain at the discretion of local government, because local factors will dictate 
whether the partnership is in the interest of the consumers. Therefore, the associa- 
tion urges the subcommittee to look into public-private partnerships more closely 
before so strongly endorsing them. Privatization can be a very contentious issue in 
communities and worth a full exploration before legislated by Congress. 

Privatization experts have identified some of the issues that need further explo- 
ration. Among them are those surrounding accountability and the blurring of roles 
and responsibilities. For example, who is responsible for complying with environ- 
mental regulations, resolving service complaints and planning to meet future 
needs. 2 Who pays if the private partner fails? If the private partner takes on more 
liability than it can afford, who’s responsible when something goes wrong? 

Another issue that has recently emerged is a concern about the implications of 
international trade agreements on domestic privatization since four of the major 
companies involved in the U.S. water market are located in other countries. For ex- 
ample, once a municipality contracts with a foreign provider, can that municipality 
withdraw from the agreement? What impact could the General Agreement on Trade 
in Services (GATS) and the authority of the World Trade Organization (WTO) have 
on future contracts? 

Members of the subcommittee, AMWA is not here today to oppose private-public 
partnerships. Many drinking water utilities have entered into such arrangements 
for a variety of purposes. It is another matter, however, to sanction these arrange- 
ments and make consideration of public-private partnerships a requirement in Fed- 
eral law. 

AMWA is simply urging the subcommittee to look into public-private partnerships 
more closely before endorsing them. Legislating privatization may not be in the pub- 
lic interest. 


PROCUREMENT REQUIREMENTS 

Section 206 of the bill proposes imposing on drinking water agencies procurement 
provisions that were abandoned in the Clean Water Act when the Clean Water SRF 
program was adopted. The requirements were abandoned because they encumbered 
both State agencies and local government, overrode State and local procurement 
laws and created many disputes. The same would hold true for today, and AMWA 
urges the subcommittee to drop those provisions from the bill. 


2 Dr. Janice Beecher, Beecher Policy Research, Public Works Financing, November 2000. 
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RATE STUDY AND WATER RESOURCE PLANNING STUDIES 

Among the provisions of Title III is a study on rates, affordability and how to de- 
fine disadvantaged communities. Rate setting is a very difficult process and many 
water systems will appreciate assistance. Information on determining affordability 
and disadvantaged communities will be very beneficial, too. AMWA believes that 
U.S. EPA’s current affordability criteria in many States does not fully capture the 
conditions that create disadvantaged communities. Most States determine whether 
a community is disadvantaged by looking at median household income and, some- 
times, water rates. A more well-rounded analysis would consider additional facts 
such as: the number of people living below the poverty level, inflation and the loss 
of a tax base. 

Title IV contains provisions for a study (and periodic update) of the nation’s water 
resources. The study and the updates will provide a wealth of information that will 
help Federal, State and local government make well-informed decisions. We applaud 
the sponsors’ appreciation of water resource shortages. 

Again, thank you for introducing the Water Investment Act of 2002 and for the 
opportunity to provide testimony on it. 


Statement of Paul Pinault, Executive Director, Narragansett Bay Commis- 
sion ON Behalf of the Association of Metropolitan Sewerage Agencies 
(AMSA) 


introduction 

Good morning Chairman Graham, Senator Crapo and members of the Sub- 
committee, my name is Paul Pinault. I am Executive Director of the Narragansett 
Bay Commission in Providence, Rhode Island and Vice President of the Association 
of Metropolitan Sewerage Agencies (AMSA). AMSA represents more than 270 pub- 
licly owned treatment works (POTWs) across the country. AMSA’s members treat 
more than 18 billion gallons of wastewater each day and service the majority of the 
U.S. sewered population. 

On behalf of AMSA and the Narragansett Bay Commission, I thank you and your 
colleagues for introducing S. 1961, the Water Investment Act of 2002, and for hold- 
ing this hearing. Like you, AMSA and its members are committed to one very seri- 
ous and important goal — commemorating this year’s 30th Anniversary of the Clean 
Water Act by passage of a meaningful funding bill for our nation’s core water and 
wastewater infrastructure. This bill should: 

• Focus on core infrastructure needs, including repair and replacement of aging 
pipes and facilities; 

• Fully fund the documented water infrastructure funding needs at an authorized 
level of $57 billion over 5 years through a combination of grant and loan funding 
options; 

• Streamline State funding procedures; and 

• Invest in clean and safe water technology and management innovation to re- 
duce infrastructure costs, prolong the life of America’s water and wastewater assets, 
and improve the productivity of utility enterprises. 

The Senate during hearings last year laid the foundation necessary to introduce 
S. 1961 by reinforcing the need to reinstate a long-term financial partnership be- 
tween the Federal Government, States, and communities, which is essential to 
achieve our nation’s water quality goals. Water quality should be a priority at every 
level of government, and America’s municipalities should not be left alone to face 
the challenge of providing clean and safe water to every citizen. Existing and new 
regulatory requirements continue to strain local budgets, including the tremendous 
expenses needed to comply with total maximum daily loads (TMDLs), and combined 
sewer (CSO) and sanitary sewer (SSO) overflow programs and requirements. The 
events of September 11, 2001 added to these already tremendous operating costs by 
requiring expensive facility security upgrades. The reality is that without a signifi- 
cant fiscal partnership that includes long-term Federal participation to meet these 
core infrastructure challenges, we will see a continued and devastating decline in 
both our national wastewater treatment and collection systems and the nation’s 
public health and environmental well being. 

S. 1961 addresses two essential issues at the heart of the water infrastructure 
matter — the vast dollars needed to ensure the continued viability of our water sys- 
tems, and the efficiency of our wastewater treatment systems. However, many of the 
bill’s provisions send a troubling message to all of us in the wastewater treatment 
community. They suggest that the Federal Government is not with us for the long 
haul, that Congress does not have confidence in our management skills and believes 
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we are not charging Americans enough for their water, and that the States and the 
U.S. Environmental Protection Agency (EPA) need to micromanage our operations. 
The provisions of S. 1961 suggest that after this bill’s infusion of Federal funds, we 
will once again be left on our own. The reality, however, is that even with Congress’ 
appropriation of Federal infrastructure funds at the WIN recommended level of $57 
billion over 5 years, local water rates will continue to rise and local rate payers will 
still assume between 85 and 90 percent of infrastructure costs. 

Accordingly, I now would like to provide the Subcommittee with AMSA’s and my 
perspective on these issues as they are addressed in the bill. 

INFRASTRUCTURE FUNDING 

S. 1961 comes part way toward addressing the true, significant funding gap ad- 
dressed by so many sources, including EPA, the General Accounting Office (GAO), 
and the Water Infrastructure Network (WIN). The bill authorizes $20 billion over 
5 years for the Clean Water SRF and $15 billion over the same period of time for 
the Drinking Water SRF. This authorization is an important and significant step 
toward bridging the funding gap. However, S. 1961 falls short of the WIN-rec- 
ommended $57 billion over the next 5 years needed to truly address core infrastruc- 
ture investments. We urge the Subcommittee to amend the bill to fully fund both 
SRFs at the WIN recommended levels. Our focus on core infrastructure funding 
leads us also to urge that the Subcommittee add to the bill’s Section 2 “Purposes” 
the following additional issue — “to recognize the national, environmental and public 
health importance of maintaining our nation’s water and wastewater infrastruc- 
ture.” 

We also recommend that the Subcommittee add to S. 1961 a provision to make 
grant funding available to all communities. Only grant funding in significant 
amounts provides sufficient resources and incentives to gain local support for in- 
creasing utility rates to pay for new regulatory costs and the costs of replacing or 
rehabilitating aging infrastructure. If there is any doubt regarding whether water 
infrastructure grants are in fact an essential part of addressing the significant core 
infrastructure needs of our nation’s communities, one need look no further than the 
fiscal year 2002 VA-HUD appropriations bill for EPA. In this bill. Congress ap- 
proved direct grants for 337 core water infrastructure projects totaling nearly $344 
million to communities across the country. The fact is that grants are, and always 
have been, a necessary part of a real solution to our local infrastructure needs. 
Without a grant component specifically targeted to address core infrastructure con- 
cerns, S. 1961 will not succeed in addressing the most critical of our communities’ 
investment needs. 

SRF PAYMENT TERMS AND RESERVATION OF SRF FUNDS FOR SPECIFIC PURPOSES 

S. 1961 offers “disadvantaged communities,” as defined by their States, up to 30 
years to fully amortize a SRF loan. AMSA encourages the Subcommittee to amend 
the bill to allow all communities to take advantage of a 30-year repayment schedule 
or to choose repayment “over the life of the project.” Longer repayment terms for 
all communities are an essential way to add flexibility to the SRF program, and an 
important way to achieve the bill’s stated purpose of “maximizing use of Federal 
funds.” 

S. 1961 also allows up to 15 percent of SRF funds to be used for additional sub- 
sidization for all communities so long as the funds are “directed through the user 
charge rate system to disadvantaged users within the residential user class of the 
community.” Title I, Sec. 103(c)(8)(A)-(B). Title I, Section 103(e)(2) further provides 
that States can direct up to 30 percent of SRF loans to: 

• Fund the development of “technical, managerial, and financial capacity” and 
asset management plans (Sec. 103(c)(7)) in all communities; and 

• “Provide additional subsidization (including forgiveness of principal) to a dis- 
advantaged community, or to a community that the State expects to become a dis- 
advantaged community as the result of a proposed project” (Sec. 103(c)(9)). 

We address the bill’s asset management provisions in the next section. As to dis- 
advantaged communities, we understand the Subcommittee’s desire to ensure that 
low-income and disadvantaged persons and localities are given a variety of flexible 
ways to afford water service and finance core infrastructure upgrades. In fact, many 
AMSA members have these systems in place. In addition, local support systems in 
the form of third parties such as churches, community service organizations, and 
other organizations provide direct assistance to water users. The reality is, however, 
that many local rate setting and billing methods do not give POTWs the ability to 
target subsidization to individual ratepayers as S. 1961 directs. 
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Further, we are concerned that the bill’s allowance of a total of up to 45 percent 
of the already limited SRF dollars to be directed to low income users within commu- 
nities, disadvantaged communities, and for the development of asset management 
plans will seriously jeopardize the availability of adequate funds for core critical in- 
frastructure projects. We urge the Subcommittee to delete these requirements, and 
instead express the sense of Congress that SRF funds should be directed as much 
as possible to needy communities, and that Congress expects the States will carry 
out this responsibility as they review and prioritize SRF fund applications. 

EFFICIENCY AND STABILITY OF WASTEWATER TREATMENT SYSTEMS 

S. 1961 creates several new requirements for communities to receive SRF loans. 
AMSA is seriously concerned that these provisions will only slow down and hinder 
the SRF process, rather than streamline the fund as the bill’s “Purposes” intend, 
and as many stakeholders have recommended over the years. 

Demonstration of Technical, Managerial, and Financial Capacity, Including Asset 
Management 

One new requirement in S. 1961 is that within 3 years, each POTW receiving “sig- 
nificant” SRF assistance — we note this is an undefined term — must demonstrate 
“adequate technical, managerial, and financial capacity, including the establishment 
and implementation of an asset management plan” to receive the funds. Title I, Sec. 
103(i)(5). States are given 3 years to implement a detailed strategy to assist treat- 
ment works in attaining and maintaining such technical, managerial, operations, 
maintenance, and capital investments, and meeting and sustaining compliance with 
Federal and State laws. Sec. 103(i)(2)(A)-(B). States with inadequate strategies 
would lose 20 percent of their SRF funds within 1 year, and significant future fund- 
ing if the strategy remains unacceptable to EPA. Sec. 103(i)(3)-(4). States must sub- 
mit annual reports to EPA on their progress improving the technical, managerial, 
and financial capacity of POTWs. 

We are seriously concerned that this entire “hammer” approach, which would 
make States responsible for keeping the asset management ball rolling, combined 
with loss of SRF funding for both States and communities, will create an enormous 
disincentive to access the SRF at all. This is the complete opposite result con- 
templated in the bill’s stated “Purposes.” The bottom line is that without any Fed- 
eral requirements, the type of asset management S. 1961 contemplates is already 
happening. Asset management and long-term planning are an essential part of pro- 
tecting our nation’s water infrastructure investments. AMSA and its member agency 
operators are working consistently to improve the efficiency of their operations. In 
fact, the AMSA Index has been reporting significant reductions in operations and 
maintenance costs since 1996. In addition, AMSA just released a comprehensive 
asset management handbook to POTWs across the country, and we are holding 
workshops throughout the year — including later this week — to train hundreds of fa- 
cility managers in asset management techniques. The asset management plan out- 
lined in the bill, including the mandate to develop an asset inventory, useful life 
projection, and an optimal schedule of capital and maintenance expenditures to sus- 
tain performance objectives, are precisely the techniques advanced in AMSA’s hand- 
book and workshops. In addition to knowing that asset management is the right 
way to manage a facility and its infrastructure assets, the legal requirements of 
Government Accounting Standards Board Statement 34 (GASB 34) are requiring cit- 
ies across the country to document and discuss in detail the condition of their major 
infrastructure assets. 

Let us not be lulled into believing that good management can repair the aging 
infrastructure of the past. Although extremely important, good management does 
not provide the bricks, mortar, concrete, and pipe to build and maintain a sewer 
system. And this is where S. 1961 must focus — on giving communities the funds 
they need to make their core infrastructure investments. We recommend that the 
Subcommittee remove these asset management requirements, and instead, revise 
the congressional statement of policy in the bill to express the sense of Congress 
that asset management is essential and strongly encouraged. We urge the Sub- 
committee to recognize that making asset management a prerequisite for SRF funds 
will have the effect of denying communities the very funds they need to fix their 
core infrastructure. 

Coordination with Local Land Use and Transportation Planning 

Another new requirement in S. 1961 is that States must ensure that SRF appli- 
cants consult and coordinate with local land use plans, regional transportation im- 
provement and long-range transportation plans, and watershed plans. Title I, Sec. 
103(e)(2). This type of coordination is already occurring across the Nation, and in 
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fact, already is required by many SRFs, making this provision of the bill duplicative 
and potentially confusing. In fact, the State and regional clearing house process 
long-implemented under the Demonstration Cities and Metropolitan Development 
Act of 1968 and 0MB Circular A-102 already provides sufficient local coordination 
in the areas contemplated in S. 1961. For these reasons, we recommend that the 
Subcommittee remove this requirement from the bill. 

Consolidation of Management Functions; Rates Refleeting “Aetual Cost of Service” 

A third new requirement in S. 1961 is that communities may only receive SRF 
funding if they have considered “consolidating management functions or ownership 
with another facility; [and] forming public-private partnerships or other cooperative 
partnerships.” Title I, Sec. 103(j)(l). A fourth new requirement is that the commu- 
nity must have in effect “a plan to achieve, within a reasonable period of time, a 
rate structure that to the maximum extent practicable . . . reflects the actual cost 
of service provided by the recipient” as well as an asset management plan. Sec. 
103(j)(2). These provisions would introduce an inappropriate level of Federal and 
State oversight into the setting of local wastewater rates and the management of 
local utilities — areas in which they do not have sufficient expertise — and will deter 
communities from applying for the very SRF funds the bill intends them to receive 
more easily and directly. The subjective nature of the wording in these provisions 
only causes us greater concern. As a result, we strongly recommend they be deleted. 

Let me be clear — AMSA members are committed to supporting our operations and 
capital needs through our rates. In fact, most AMSA members operate as an author- 
ity or division of government with tight enterprise accounting procedures, and al- 
ready recover full costs of service, including a payment to the underl 3 dng govern- 
ment for “services rendered” or “in lieu of taxes.” AMSA’s own triennial financial 
survey of our industry, which we have provided to this Subcommittee, supports this 
statement. Most AMSA members’ rates also address capital replacement funds to 
the extent they are identified. While some replacement costs and future regulatory 
requirements may not be typically captured in the traditional capital replacement 
programs, POTWs are working to fine tune their projections every day. In addition, 
we regularly explore new ways of doing business, including consolidating manage- 
ment functions or ownership with another facility, and forming public-private part- 
nerships or other cooperative partnerships. Where these partnerships and business 
structures make sense for a locality, they are pursued. However, these decisions 
should be made at the local level, and not be legislated by the Federal Government 
as a requirement for a community to receive SRF funds. 

INNOVATIVE technology/demonstration PROJECTS 

For many years, AMSA and WIN have supported the addition of provisions that 
will promote investment in clean and safe water technology and management inno- 
vation to reduce infrastructure costs, prolong the life of America’s water and waste- 
water assets, and improve the productivity of utility enterprises. Title III, Section 
302 of the bill establishes a demonstration program for water quality enhancement 
and management. We urge the Subcommittee to increase the $100,000,000 author- 
ized for this important initiative, and to expand the types of projects that would be 
eligible for the program. 

NAS RATE, AFFORDABILITY, AND DISADVANTAGED COMMUNITIES STUDY 

We also recommend removal of S. 1961’s provision at Title III, Section 303 for a 
National Academy of Sciences (NAS) study of public drinking and wastewater treat- 
ment system rates, affordability, and disadvantaged communities. The study would, 
among other things: 

• Assess whether rates adequately address the cost of service and infrastructure 
replacement needs; 

• Recommend best practices to establish rate structures addressing the “true cost 
of service” and the needs of disadvantaged communities and individuals; 

• Evaluate existing standards of affordability; 

• Describe how a “disadvantaged” community is determined in various parts of 
the country; and 

• Assess how various factors affect whether a community is considered “disadvan- 
taged.” 

AMSA believes the answers to many of these questions already exist and render 
the study unnecessary. We also are concerned that S. 1961 requires POTWs to make 
rate structure assurances, and the States to define “disadvantaged” through notice 
and comment rulemaking, well before this NAS study would be complete and its re- 
sults examined. AMSA also does not believe it is the best use of the NAS’ expertise 
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to study topics that not only have been studied by academics and social scientists 
across the Nation for many years, but also that are as locally driven and diverse 
as these issues. 


SUMMARY OF AMSA’S KEY RECOMMENDATIONS 

AMSA is pleased to provide the following summary of our recommended revisions 
to S. 1961: 

• Fully fund the documented water infrastructure funding needs at an authorized 
level of $57 billion over 5 years using a combination of grants and loans, consistent 
with the WIN Report; 

• Focus on core infrastructure needs; 

• Recognize the national, environmental and public health importance of main- 
taining our nation’s water and wastewater infrastructure; 

• Allow all communities to take advantage of a 30-year or “life of the project” re- 
payment schedule; 

• Remove provisions allowing up to 45 percent of SRF dollars to be directed to- 
ward assistance to disadvantaged communities, low-income individuals, and asset 
management work. Instead, express the sense of Congress that SRF funds should 
be directed to needy communities and individuals in the States’ discretion as they 
review and prioritize SRF fund applications, and that municipal asset management 
is an essential activity for which SRF funds may be used; 

• Add provisions to truly streamline State funding procedures consistent with the 
bill’s stated purposes, and to ensure the swiftest possible fund allocations for local 
infrastructure needs; 

• Remove provisions making asset management a prerequisite for SRF funds and 
instead, include in the congressional statement of policy that asset management is 
encouraged; 

• Remove provisions that introduce an inappropriate Federal and State role in 
the setting of local wastewater rates, utility partnerships, and land use planning; 

• Increase the $100,000,000 authorization for the demonstration program for 
water quality enhancement and management, and expand the types of projects eligi- 
ble for this program; and 

• Remove the provision for a National Academy of Sciences study on public drink- 
ing and wastewater treatment system rates and factors creating disadvantaged com- 
munities. 


CONCLUSION 

The Water Investment Act of 2002 is an important first step toward reaching the 
$57 billion over 5 years needed to address core water infrastructure projects. The 
needs of communities across the Nation are not being met by EPA’s current SRF 
program. AMSA believes that S. 1961 should be amended to streamline SRF re- 
quirements and to direct funds to support the core needs of our industry — infra- 
structure repair and replacement, and compliance with new and forthcoming regu- 
latory requirements. 

Wastewater agency executives like myself face our environmental challenges each 
day. Wastewater treatment plants operate 24/7 to provide secure systems, upgrade 
and replace our treatment plants and pipes, control sewer overflows and 
stormwater, protect wetlands, manage coastal areas, and meet a host of other water 
quality responsibilities. Simply stated, a lasting, long-term fiscal partnership with 
the Federal Government and the States is the answer to our call for assistance with 
this tremendous responsibility. 

Chairman Graham, we look forward to working with you to modify S. 1961 to re- 
flect our suggestions and those of other stakeholders in the coming weeks. Thank 
you for the opportunity to present AMSA’s perspective on the bill. At this time, I 
will be happy to answer any questions. 


Statement of Elmer Ronnebaum, General Manager, Kansas Rural Water 
Association for the National Rural Water Association 

Good afternoon. Mr. Chairman and Members of the Subcommittee, thank you for 
the opportunity to be here today to discuss small communities and their water fund- 
ing concerns. 

My name is Elmer Ronnebaum. I am General Manager of the Kansas Rural 
Water Association. We have more than 650 small community members that operate 
water utilities and most operate wastewater utilities. Kansas Rural Water Associa- 
tion is governed by the local communities. The mission of the Association is to im- 
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prove and protect water quality through grassroots technical assistance of utility op- 
eration and maintenance and training. Every community wants to provide the best 
possible water quality to their consumers. Rural Water provides the resources and 
training to achieve this objective in a common sense, hands-on manner systems can 
utilize. I have personally worked with hundreds of small communities in Kansas on 
problems ranging from securing SRF or other funding, to water supply, to explain- 
ing to a new operator or city council member what the Safe Drinking Water Act, 
the Clean Water Act, and the Federal Register are and what they require. Kansas 
Rural Water is similar to the State rural water association in each of your States. 
I am honored to speak on their behalf today. 

On behalf of all small and rural communities, I would like to thank the Com- 
mittee for your efforts to assist small communities with compliance with the Federal 
Clean Water Act and Safe Drinking Water Act and to provide the safe drinking 
water and highest quality of effluent possible. Rural Water looks forward to working 
with you to move these ideas into laws and actual dollars in the field. 

The five principle dynamics of small communities that we believe need to be rec- 
ognized in discussing funding policies are: 

• One, that small communities make up the overwhelming percentage of water 
and wastewater utilities — over ninety percent of regulated communities. 

• Two, that due to a lack of economies of scale, small town consumers often pay 
high water and sewer rates. Water bills of more than $50 for 5000 gallons of water 
are not uncommon in rural areas. This dynamic often results in very high compli- 
ance costs per household in rural systems. Simultaneously, the rural areas have a 
greater percentage of the nation’s poor and a lower median household income. This 
results in very high compliance cost per household in rural systems coupled with 
a lesser ability to pay. 

• Three, small systems often have limited technical and administrative resources 
to deal with compliance and navigate through funding programs. In the smallest 
systems, one person may run both the water and sewer system and in some cases 
communities can only afford a part-time or volunteer operator. This lack of re- 
sources makes small systems a challenge for State agencies — the more complicated 
we make funding programs the more likely the small communities, which need the 
funds most, will not be able to participate. 

• Four, small community water systems have been the historical solution to rural 
families living without water. Small water systems were ONLY started to improve 
the public health. The result is dramatic improvements in public health by pro- 
viding an alternative for families from gathering their drinking water from un- 
treated streams, shallow and contaminated wells, roof collection and cisterns. In 
2001, there are hundreds of thousands of rural families that still don’t have piped 
water in their homes. Millions of rural families still have water delivered to their 
homes. According to the USDA at least 2.2 million rural Americans live with critical 
quality and accessibility problems with their drinking water, including an estimated 
730,000 people who have no running water in their homes. About five million more 
rural residents are affected by less critical, but still significant, water problems. 

• Five, consolidation and privatization are limited solutions for small systems. 
Consolidation can work in some situations, but only for a small portion of small sys- 
tems and only when the systems are in close proximity and the economics make 
sense. Rural Water is the lead proponent of consolidation when it makes sense 
(when it results in better service for the consumer) and we have consolidated nu- 
merous communities in all the States. Consolidation and regionalization that is in 
the consumers’ best interest will happen naturally at the local level regardless of 
Federal policy on issue. Federal policy that favors consolidation over the locally pre- 
ferred solution is a step in the wrong direction for consumers (i.e. 42 U.S.C. Sec. 
300g-3(h) Consolidation Incentive). Privatization is rarely a less costly solution for 
very small communities. In the very small communities it is, perhaps, more common 
to see private systems being transferred to public bodies so they can obtain better 
financing and local governmental control. The missions of private water and rural 
water systems are fundamentally different, the reason being the lack of profitability 
in sparse rural populations. 

In 1996, another Senator from Idaho, Dirk Kempthorne, made a significant policy 
change in the Safe Drinking Water Act. At every opportunity, he ameliorated the 
Act by including as much flexibility as possible. Nowhere is this more apparent than 
in the State revolving fund section. Under the Kempthorne approach States were 
given all sorts of discretion on how to spend the money to meet their local priorities. 
For example, a State can make grants, can fund set-asides, expand technical assist- 
ance efforts, create new prevention programs, increase State staff, or choose to do 
none of these and retain the traditional low interest loan focus. 
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Small communities’ message here today is that this was a monumental step in 
the right direction. This flexibility has made State SRFs better and more responsive 
to nearly every stakeholder. Small systems have seen a level of inclusion and bene- 
fits from the drinking water SRF that we could not imagine based on our experience 
with the wastewater SRF that does not include these flexible provisions. 

Some State rural water associations have not been impressed with the way their 
State has chosen to utilize their discretion. Some States have steered funds to larger 
systems with less urgent needs, in their opinion, to make fund administration easy 
and keep bond ratings high. However, this is not a complaint that is appropriate 
for this committee. Those concerns are best handled in the States and each year 
locals have a better chance to improve their own State’s program. 

My State of Kansas is an exemplary case for success in SRF implementation. 
Many of our small systems are receiving large funding packages from the SRF. The 
State has made small system funding a priority in Kansas and we have expanded 
technical assistance to small systems. Assistance is also provided to help small sys- 
tems through the funding process. The Kansas application for drinking water fund- 
ing is streamlined and simple enough for a small system operator (with too little 
time and too much to do) to complete. 

Also in Kansas, Mr. Kempthorne’s creative experiment in policy ignited innova- 
tion in governmental programs. Our State’s drinking water administration has ex- 
ploited the provisions in the SRF to invent one of the best local-State partnerships 
in all of government. As you consider crafting new funding legislation, small and 
rural communities urge you to include a few key provisions dealing with flexibility 
and targeting of funding that have made the drinking water program more respon- 
sive to small systems. 

Mr. Chairman, I would like to summarize the key elements for small and rural 
communities in modifying the wastewater the drinking water SRFs as follows: Make 
the wastewater fund more like the drinking water fund and put more money in 
both. 

We urge you to include three legislative provisions in both water and wastewater 
that would ensure communities in the greatest public health and economic need re- 
ceive prioritization in funding programs. One, the communities exhibiting the great- 
est need should receive funding first. Second, programs should not be limited to 
making loans because in many situations, small communities will not have the abil- 
ity to pay back a loan — even with very low interest rates. Third, a minimum portion 
of the funds should be set-aside for small systems. This ensures that a State must 
set up a process for dealing with small communities. Once established, local pres- 
sures and priorities will determine the actual portion directed to small systems, 
which we expect will often be greater than the minimum prescribed. All of these 
provisions were included in some manner in the drinking water SRF — balancing the 
Federal priorities with the State’s flexibility to tailor individual programs and dis- 
cretion on implementation of each these programs. 

The SDWA included the following three provisions to ensure that funds would re- 
sult in the greatest advancement in public health/environmental protection and be 
used to assist the consumer with the most economic needs. 

(1) A small system set-aside like the drinking water SRF (this serves as an incen- 
tive to create a useful process for outreach to small systems). Section 1452 (a)(2) 
Use of Funds. — Of the amount credited to any State loan fund established under 
this section in any fiscal year, 15 percent shall be available solely for providing loan 
assistance to public water systems which regularly serve fewer than 10,000 persons 
to the extent such funds can be obligated for eligible projects of public water sys- 
tems. 

(2) A requirement to target systems most in need like the drinking water SRF. 
Section 1452 (b)(3)(A) In General. — An intended use plan shall provide, to the max- 
imum extent practicable, that priority for the use of funds be given to projects 
that — (i) address the most serious risk to human health; (ii) are necessary to ensure 
compliance with the requirements of this title (including requirements for filtration); 
and (iii) assist systems most in need on a per household basis according to State 
affordability criteria. 

(3) Grants (some type of mechanism to make funding useful for hardship commu- 
nities). Section 1452 (d) Assistance for Disadvantaged Communities (1) Loan Sub- 
sidy. — Notwithstanding any other provision of this section, in any case in which the 
State makes a loan pursuant to subsection (a)(2) to a disadvantaged community or 
to a community that the State expects to become a disadvantaged community as the 
result of a proposed project, the State may provide additional subsidization (includ- 
ing forgiveness of principal). (2) Total Amount of Subsidies. — For each fiscal year, 
the total amount of loan subsidies made by a State pursuant to paragraph (1) may 
not exceed 30 percent of the amount of the capitalization grant received by the State 
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for the year. (3) Definition of Disadvantaged Community . — In this subsection, the 
term ‘disadvantaged community’ means the service area of a public water system 
that meets affordability criteria established after public review and comment by the 
State in which the public water system is located. The Administrator may publish 
information to assist States in establishing affordability criteria. 

Our specific comments on Senate Bill 1961 include: 

1. We appreciate that the bill did not include new priorities for funding, set-asides 
for various size systems, and changes in the disadvantage community determina- 
tion. We have been told that large system groups believe too high a percentage of 
the present drinking water SRF funding is going to small communities. However, 
a significant portion of the funding should flow toward small systems because, gen- 
erally, they need it more. Rates are often much higher per household in small com- 
munities — often from compliance requirements. ERA rules on the horizon will likely 
triple water rates in rural systems. Also, rural communities often have lower me- 
dian household incomes. The CWA and SDWA axiom in rural areas is: much higher 
cost per household with much lower income. No large system is facing cost increases 
on a per household basis comparable to what is facing small systems. It only makes 
sense that federally subsidized funding would flow toward the communities with the 
greatest need — that is to small systems. 

2. We appreciate that the bill retains the three SDWA provisions (mentioned 
above) that ensure funding results in the greatest advancement in public health/en- 
vironmental protection and be used to assist the consumer with the most economic 
need. This keeps the money tied to the regulations. Funds should be used for the 
greatest health protection, which should be what the regulations are targeting. To 
target funding for issues outside of the scope of the regulations would infer that the 
regulations are not covering the greatest health risks. 

3. We urge the Committee to include the three SDWA provisions [sec. 1452 
(b)(3)(A) — above] in wastewater program in a comparable form. This will ensure the 
more critical projects with the greatest need receive priority. 

4. We urge the Committee to include the same set-aside amounts for the waste- 
water and drinking water programs; 16 percent minimum for small systems as like 
the drinking water program and 30 percent disadvantaged community subsidy like 
in the drinking water programs. This parity will ensure States have the tools to 
help the systems most in need and will be especially important if the two funds 
have transfer authority between them. 

5. Corporate water systems should not be eligible for State revolving funding. 
Teixpayer subsidies should be prohibited from profit generating companies or compa- 
nies paying profits for shareholders/investors. Private companies argue that they 
have to comply with the same regulations. However, they voluntarily chose to get 
into this “business” and compliance is not the over-riding principle that should be 
considered in this discussion. We believe that the distinction in mission between 
public and private is the core principal that should be considered. Private systems 
are in the business to maximize profit. Public water utilities were and are created 
to provide for public welfare (the reason why public water continues to expand to 
underserved and non-profitable populations). This is a significant difference. And 
while we believe that meiximizing profit is a noble virtue and as American as safe 
water, we do not think that taxpayers should help the cause of privately owned sys- 
tems. In addition, the needs of less affluent public water systems and families with 
no piped water dwarf the current SRF allocations. The State of Florida has a novel 
compromise to this issue. Florida limits SRF funds to private water systems less 
than 1,500 people — ensuring funds are limited to the class of private water systems 
that did not get into the business as a corporate enterprise. Also, this group of pri- 
vate systems could be included in the State’s needs assessment which determines 
allocations under the bill. 

6. The bill includes many new requirements for applicants including: environ- 
mental, land use planning, capacity, actual cost of water, common industry prac- 
tices, etc. We urge you to exercise caution for increasing demands on applicants as 
each new demand makes the process too complicated for small systems and there- 
fore less attractive. We believe that the current review process is fully adequate to 
ensure repayment of loans, progressive environmental planning, and long-term ca- 
pacity of applicants. Nationalizing policy industry practices and determining actual 
cost of water could lead to gold-plating of water utility practices which is not in the 
best interests of consumers. 

7. We urge the Committee to limit the ability of any portion of a water or waste- 
water system to be eligible for disadvantage type subsidies or other special treat- 
ment. To assist any portion of a system moves the effort from an environmental- 
public health program to a social program. If particular low-income consumers are 
having problems paying their water Bills, we don’t think the SRF should be used 
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as the solution. That may be an issue for agencies other than the EPA. It is impor- 
tant to note that a State can determine a large system disadvantaged as well as 
a small system. Funding a portion of a system seems to be a way to skirt the cur- 
rent process which is working so well at prioritizing systems most in need. Also, this 
moves the SRF in a direction contrary to the CWA and the SDWA’s regulatory 
structure which only applied on a system-by-system scope. 

8. We urge the Committee to consider including provisions guiding the percent of 
a project that can be used for engineering/consulting services on projects. USDA has 
such a provision [Part 1780-Water and Waste Loans and Grants, § 1780.39(b) Profes- 
sional services and contracts related to the facility]. In Kansas, our research shows 
that engineering fees are sometimes charged at twice as much in programs that 
don’t have such guidance on engineering fees. 

9. It is not clear exactly what defines “public-private” partnerships. This may be 
too ambiguous and means various things to various people — left open to EPA or 
State determinations may result in unintended consequences. Also, the States are 
doing a fine job of public outreach under the current rules. Before requiring more 
“significant” public outreach, we should first conclude the current is not working 
(which states and why would be useful information). 

10. The proposed wastewater program is limited to “municipal” systems and pri- 
vates. We urge you to consider opening it up to a variety of non-profit systems in- 
cluding districts and other quasi-governmental systems, which we believe was in- 
tended and is consistent with the drinking water programs. Many rural wastewater 
systems are not legally municipalities, but rather district or other non-profit utili- 
ties. 

11. We urge the Committee to consider allowing States the discretion to 30 years 
loans to any small community — not just to communities designated disadvantaged. 

The coming arsenic rule will increase the number of small systems facing funding 
challenges. Dozens of small systems in Kansas (thousands across all the States) will 
need funding to comply with the arsenic regulation. 

One municipality in Kansas that will be greatly affected by Arsenic Rule, estab- 
lished at 10 ppb, is the city of Atwood (population of 1,300) surrounded by farmland 
and an agricultural economy. 

Past arsenic water quality results for the city of Atwood has shown a range of 
12 to 18 ppb in the three currently used municipal wells. The proposed arsenic MCL 
of 10 ppb allows the City two general feasible options to attain the MCL. The com- 
munity has an option to develop new well fields in the Ogallala formation located 
several miles from the community. However, while Ogallala formation generally pro- 
vides better water quality and perhaps an arsenic concentration below the 10 ppb, 
it is a much more cemented and finer formation. This fine formation decreases pro- 
duction of wells. Thus to develop a sufficient municipal water supply, more area for 
wells is required since they must be a greater distance apart. The estimated cost 
of this option would be $2,200,000 based on a 5-mile transmission main with four 
wells to meet daily water demand. A second option available is treatment of the ex- 
isting water supply sources. 

The city presently does not have a single point of entry into the distribution sys- 
tem. Each well is directly connected into the distribution system. All wells are lo- 
cated in separate areas of the existing system. Over 3,000 feet of distance exist be- 
tween the two farthest wells. In order to implement a point of use treatment plant, 
a new dedicated transmission main would have to be constructed between the wells. 
Land and easements would have to be procured to build a treatment facility. 
Atwood’s sulfate concentrations in the range of 90 to 309 mg/L will affect treatment 
efficiencies in an ion exchange process requiring frequent regeneration. This creates 
higher operation and maintenance cost (O&M). The estimated treatment facility cost 
would range from $1,300,000 to $2,100,000 depending on the Best Available Tech- 
nologies (BAT) selected. Atwood could experience a budget increase of $50,000 to 
$75,000 per year with the incorporation of a treatment plant. These budget in- 
creases are due to operation and personnel requirements. Special by-product dis- 
posal requirements could require more operation costs. 

In order to provide funding for capital construction and O&M assuming a 5 per- 
cent interest rate and 20-year loan period that corresponds with the life of a treat- 
ment facility with 700 connections, the monthly water rate would have to increase 
by $18 to $29 per connection. Again, please keep in mind this does not include the 
current water rate and upgrades currently necessary to keep the system in compli- 
ance. [Miller & Associates Consulting Engineers, P.C., McCook, NE 2001] 

This is a conservative estimate and does factor in all the costs for compliance. 
Rate increases on this type of a community could be devastating. 

However, Mr. Chairman, while no system will be in greater need for Federal as- 
sistance than Atwood, KS the challenge is how to craft a funding program that will 
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work for those most in need. Cost estimates of the funding needed to sustain a 
healthy U.S. water supply are staggering. The Water Infrastructure Network, of 
which Rural Water is a member, estimates an $11 billion annually funding gap over 
the next 20 years. This estimate is over 4 times the current combined Federal con- 
tribution in the USDA, EPA Drinking Water, and EPA Wastewater programs. 

Rural Water is not the type of organization that can present an accurate cost fig- 
ure on the future need for funding. However, we can acknowledge the extreme 
shortfall in both EPA SRF and the USDA water programs, as indicators that the 
current needs are not being met. The USDA program, which is the core-funding pro- 
gram for small water and wastewater projects, is currently experiencing a $3.2 bil- 
lion backlog. We believe this is the most accurate indicator of need because all of 
the systems in USDA’s backlog have applied for funding. They have met the re- 
quirements of USDA’s strict needs requirement (including lack of commercial fund- 
ing availability and high ratios of median household income to water rates). 

In addition to this current need, EPA is proposing more regulations. Many of the 
regulations will force small towns to come up with millions in financing — many sys- 
tems will be stressed to comply. I think it is significant to observe a new dynamic 
in EPA regulations: the regulation of naturally occurring contaminants and the reg- 
ulations of operations and maintenance in utilities. The result of this new effort by 
EPA will be to greatly expand the number of systems forced into costly compliance 
with EPA rules. For example, very few systems were required to treat for EPA’s pre- 
vious rules on organic contaminants, many with anthropogenic origins. However, 
the forthcoming arsenic rule could capture as many as 4,000 communities; this will 
greatly drive the demand for additional funding resources. Upcoming EPA rules 
that may be expensive in thousands of rural communities include: standards for cer- 
tification of operators, filter backwash, radon, surface water treatment rules, ar- 
senic, disinfection byproducts, groundwater disinfection, etc. 


Statement of Howard Neukrug, Director, Office of Watersheds, Philadel- 
phia Water Department on Behalf of the American Water Works Associa- 
tion 


introduction 

Good morning Mr. Chairman. I am Howard Neukrug, Director of the Office of Wa- 
tersheds for the Philadelphia Water Department in Pennsylvania. The Philadelphia 
Water Department is a municipal water, wastewater and storm water utility serv- 
ing over two million people in the Philadelphia metropolitan area. I serve as the 
Chair of the American Water Works Association (AWWA) Water Utility Council 
(WUC). I am here today on behalf of AWWA. AWWA appreciates the opportunity 
to present its views on S. 1961, Water Investment Act of 2002 and drinking water 
infrastructure needs. 

Founded in 1881, AWWA is the world’s largest and oldest scientific and edu- 
cational association representing drinking water supply professionals. The associa- 
tion’s 57,000 members are comprised of administrators, utility operators, profes- 
sional engineers, contractors, manufacturers, scientists, professors and health pro- 
fessionals. The association’s membership includes over 4,300 utilities that provide 
over 80 percent of the nation’s drinking water. AWWA and its members are dedi- 
cated to providing safe, reliable drinking water to the American people. 

AWWA utility members are regulated under the Safe Drinking Water Act (SDWA) 
and other statutes. AWWA believes few environmental activities are more important 
to the health of this country than assuring the protection of water supply sources, 
and the treatment, distribution and consumption of a safe, healthful and adequate 
supply of drinking water. 

AWWA and its members commend you for introducing S. 1961 to address the 
growing needs facing public water systems and their customers in the coming years. 
In previous testimony before this committee last year and in our report entitled 
Dawn of the Replacement Era: Reinvesting in Drinking 'Water Infrastructure, that 
we provided to all members of the Committee, AWWA called for a new partnership 
for investing in drinking water infrastructure. AWWA recommended changing and 
expanding the existing Drinking Water State Revolving Fund to significantly in- 
crease Federal funding for projects to repair, replace, or rehabilitate drinking water 
infrastructure to include the aging distribution pipes. We are pleased that many of 
our recommendations have been incorporated into S. 1961. We appreciate the time 
and consideration given to drinking water suppliers by the committee staff in the 
drafting of this bill. AWWA looks forward to working with the committee to con- 
tinue making improvements and to see this bill passed and signed into law this 
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year. In our testimony today, we will confine most of our specific comments to the 
Safe Drinking Water Modifications in Title II of the bill, with a general comment 
about wastewater funding issues. 

FEDERAL MANDATES AND THE CONTEXT FOR WATER AND WASTEWATER FUNDING ISSUES 

Both drinking water and wastewater utilities face enormously expensive Federal 
mandates that set the context for all other funding issues. The drinking water com- 
munity faces a complex array of expensive new Federal requirements and new 
standards, including standards for arsenic, radon, disinfection byproducts, enhanced 
surface water treatment, and others. Wastewater utilities also face enormously ex- 
pensive Federal mandates, such as those relating to Combined Sewer Overflows 
(CSO) and Sanitary Sewer Overflows (SSO). For both water and wastewater utili- 
ties, these needs significantly skew financing for other investments, including the 
replacement of aging pipes, appurtenances, and other infrastructure. Local rate- 
payers are often seriously challenged to pay for these mandates, and little, if any, 
room is left in the ratepayer’s budget for other vital spending. In many cases, it ap- 
pears that mandatory spending for clean water mandates has “driven out” the abil- 
ity to raise rates for drinking water services. 

We believe that significant Federal assistance, including grants, is necessary and 
justified to help meet the cost of these very expensive Federal mandates on water 
and wastewater utilities, and to meet the costs of infrastructure repair and replace- 
ment that have been, in many cases, deferred because Federal mandates have con- 
sumed the ratepayer’s budget. 

We would point out that, in the case of CSO and SSO mandates. Federal support 
for the cost of those requirements is not only justified in the community receiving 
Federal support, it also lowers costs for drinking water utilities downstream in the 
form of improved water quality. This is especially true in critical source water pro- 
tection areas. 


DWSRF AUTHORIZATIONS 

AWWA applauds the increase in authorizations for the Drinking Water State Re- 
volving Fund (DWSRF) capitalization grants from the current $1 billion per year to 
$6 billion per year in fiscal year 2007. This represents more than a threefold in- 
crease in total authorized funds above the current authorized levels for this period 
of time. We believe that this authorization marks a significant step by Congress to- 
ward assisting in the enormous challenge public water systems and their customers 
face in meeting Federal mandates and at the same time replacing aging distribution 
pipes in the coming years. As illustrated in AWWA’s report entitled Dawn of the 
Replacement Era: Reinvesting in Drinking Water Infrastructure, the “demographics” 
of pipe replacement is real, it is big, and the bill is coming due soon. This challenge 
is exacerbated by population shifts and growth patterns over the years, economic 
conditions and the changed demographics of urban populations. While AWWA cer- 
tainly appreciates the significant increase in Federal funding for the DWSRF, we 
must note that the authorization is a very small fraction of the $250 billion in infra- 
structure replacement needs identified by AWWA. And even if every penny of the 
funds in this bill is appropriated and every State gives out loan subsidies to the 
maximum extent allowed under the bill. Federal loan subsidies will amount to less 
than 4 percent of total spending by drinking water utilities over the coming 5 years. 
It is clear that the burden of paying for public water system improvements will re- 
main overwhelmingly with utilities and their rate-paying customers. 

In recognition of these facts, we believe that, if the needs of older cities with large 
economically disadvantaged populations are to be met, an increase in the authoriza- 
tion is warranted. The Water Infrastructure Network has recommended an author- 
ization of $57 billion over 5 years, and we ask you to consider that level of funding. 
We look forward to working with the committee to ensure that authorization levels 
will be adequate to address the needs of older cities with economically disadvan- 
taged populations. 


LARGE PUBLIC WATER SYSTEMS 

AWWA does not believe that S. 1961 adequately addresses the challenges pre- 
sented by large urban public water systems and particularly those with declining 
and economically disadvantaged populations. In Section 203, the bill authorizes up 
to 15 percent of a State capitalization grant to be used for subsidizing the water 
bills of economically disadvantaged customers. AWWA believes that is a significant 
step forward for the Nation. However, during the short history of the DWSRF, large 
public water systems have not been receiving a fair share of SRF loans. According 
to ERA, States have made approximately 75 percent of all SRF loans to small com- 
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munities. In per capita terms, assistance to very small communities has averaged 
over $400, while loans to large communities (with over 100,000 people) have aver- 
aged a little over $50 per capita. 

Committee staff has told AWWA that they believe that the overall increased au- 
thorization for the DWSRF will provide States the ability to provide assistance for 
more projects and thus be able to provide more assistance to large public water sys- 
tems than was possible previously. AWWA is not convinced that the authorization 
levels in this bill are sufficient to ensure this will happen. 

Current law mandates that 15 percent of a State capitalization grant shall be re- 
served for small systems serving populations under 10,000 to the extent that such 
funds can be obligated for eligible projects. AWWA supported that set-aside in 1996, 
to ensure that small systems could participate in the loan program. We did not an- 
ticipate that large systems would be left out of the program, relatively speaking, 
and there is no corresponding set-aside for large public water systems serving popu- 
lations over 100,000. As noted, the bulk of DWSRF funding is going to small sys- 
tems. To assure that systems of all sizes can participate in the SRF program, 
AWWA believes that a corresponding set-aside of 15 percent of a State capitalization 
grant should be reserved for public water systems serving a population of 100,000 
or more, assuming there are eligible project applications. This will ensure that large 
system can participate in the DWSRF program in all States. 

ELIGIBLE PROJECTS 

Aging Infrastructure. — As mentioned in the introduction in the AWWA report en- 
titled Dawn of the Replacement Era: Reinvesting in Drinking Water Infrastructure, 
AWWA recommended changing and expanding the existing Drinking Water State 
Revolving Fund to significantly increase Federal funding for projects to repair, re- 
place, or rehabilitate drinking water infrastructure to include the aging distribution 
pipes. This, we believe should be the major purpose of the increased DWSRF au- 
thorizations. However, S. 1961 makes no mention of this purpose for the DWSRF. 
In discussions with committee staff, the staff notes that the U.S. Environmental 
Protection Agency (USEPA) has interpreted the current provisions of the Safe 
Drinking Water Act (SDWA) to authorize the use of DWSRF funding for the replace- 
ment and rehabilitation of aging distribution pipes as furthering the health protec- 
tion objectives of the SDWA as authorized in Section 1452 of the Act. While this 
interpretation of the SDWA is welcome, it is not universally accepted. Nor does it 
signal EPA and the States that the Congress believes repair and replacement of 
aging infrastructure is an important priority. AWWA recommends that the DWSRF 
eligibility of projects for the replacement and rehabilitation of aging distribution sys- 
tem pipes and appurtenances be made explicit in the statute. 

Security Upgrades. — Since September 11, 2001, AWWA has been advocating for 
Federal assistance for public water systems to help pay for security upgrades to pro- 
tect public water systems from terrorist attack. Since that time events have vali- 
dated this concern, and water utilities are undertaking comprehensive vulnerability 
assessments and emergency planning to protect both water quality (for health pro- 
tection) and water supply (for fire suppression and sanitation). C)f note are docu- 
ments found in the possession of al Queda terrorists in Afghanistan that could be 
used to help plan an attack on a drinking water utility. Security concerns thus rep- 
resent a large, immediate, and unprecedented cost for public water systems. AWWA 
strongly recommends that bill make explicit the DWSRF eligibility of capital 
projects to address security concerns. 

In discussions with committee staff, staff notes that the U.S. Environmental Pro- 
tection Agency (USEPA) has interpreted the current provisions of the Safe Drinking 
Water Act (SDWA) to authorize the use of DWSRF funding for security upgrades 
as furthering the health protection objectives of the SDWA as authorized in Section 
1452 of the SDWA. While this interpretation of the SDWA is welcome, it rests on 
interpretation and is subject to change. Moreover, it does not signal that Congress 
believes capital projects to address security concerns should be priority projects for 
DWSRF funding. We strongly recommend that Congress send that signal to both 
EPA and the States. 

Source Water Protection. — We applaud the provisions of the bill that authorize the 
use of DWSRF moneys to support source water protection projects. It is increasingly 
important to consider source water protection as an integral part of utility resource 
planning, and to do so on a watershed basis. Many utilities have been in the fore- 
front of doing this, and the ability to use DWSRF funds to support source water ini- 
tiatives can be of significant assistance in those efforts. 
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ADDITIONAL SUBSIDIZATION 

AWWA endorses the intent of Section 203 concerning additional subsidization for 
disadvantaged users. AWWA believes this is a significant step forward to address 
the affordability of drinking water for economically disadvantaged drinking water 
customers. AWWA remains committed to the principle that utility operations should 
be fully supported by rates in the long run. This provision will enable a public water 
system to charge higher rates if they are appropriate, without placing an unaccept- 
able burden on economically disadvantaged customers. 

However, we believe it is important to ensure meiximum flexibility in how this 
provision is carried out. Many public water systems currently provide some form of 
rate subsidy for their economically disadvantaged customers. This is done in a vari- 
ety of ways. AWWA wants to ensure that this flexibility remains, and that no public 
water system is mandated to create a bureaucracy to administer what is essentially 
a social welfare program that is beyond the capability and expertise of most public 
water systems. Many public water systems contract with a third party, such as a 
community service organization, to administer their rate subsidy programs. AWWA 
recommends that Section 203 be amended to clarify that a public water system has 
flexibility in how to meet this requirement, including contracting with third party 
organizations. 


NEW DWSEF LOAN REQUIREMENTS 

AWWA has recommended streamlining many of the requirements and procedures 
for obtaining loans from the DWRSF. With respect to the bill, we believe careful at- 
tention is required to strike an appropriate balance between Congress’ desire to en- 
courage certain behaviors at utilities, and the need to keep the SRF as 
unencumbered as possible by unproductive red tape. Confess or EPA should ex- 
empt certain types of projects or projects below a certain size threshhold from SRF 
red tape requirements that don’t make sense. For example, under current law SRF 
funds may not be used for growth. In a project that is not directed at (and with 
certain very tight exceptions cannot even anticipate) growth, it is not clear why it 
makes sense to require consultation with regional transportation planners, etc. A re- 
quirement to do so simply makes the whole notion of SRF funding less attractive 
for that project, without advancing any reasonable social goals. Similarly, capital in- 
vestments to improve the security of the nations’ drinking water should be exempt 
from “red tape” to the maximum extent possible. We believe that Section 202 re- 
quires significant review with this in mind. 

Planning and Engineering Phase Requirements. — ^AWWA recommends deleting 
the requirements identified for consideration during the planning and engineering 
phase of SRF projects. These are inappropriate Federal requirements for a DWSRF 
loan. If a public water system is otherwise financially sound, can repay the loan, 
and can comply with applicable drinking water regulations, these requirements are 
irrelevant and an additional burden to obtaining a loan. The Federal requirement 
to consider consolidation, public-private partnerships and the use of non-structural 
alternatives or technologies is redundant to State requirements in most cases. 
AWWA believes that public-private partnerships are an appropriate utility manage- 
ment option; however, this is a local decision based on local circumstances. These 
requirements involve local planning and open the door for inappropriate Federal in- 
volvement in local decisions. These provisions add nothing to improving or stream- 
lining the DWSRF and are an invitation to Federal one-size-fits-all requirements. 

Rate Structure Requirements. — AWV/A remains committed to the principle that 
utilities should be self sustaining through their rates. In the long run, the objectives 
must be to manage the costs of replacing pipes and treatment plants and ensure 
financial sustainability through local rate structures. However, AWWA wishes to en- 
sure that the provisions of S. 1961 do not lead to inappropriate Federal involvement 
in local rate setting. Particularly in light of the enormously expensive Federal man- 
dates mentioned earlier, there are cases in which recovering the full cost of service 
through rates may not be possible in the short term at rates that are acceptable 
and affordable. We recommend that public water systems review their rates as a 
condition a DWSRF loan. After the National Academy of Sciences report on rates 
(as required in Section 303 of the bill) is published, USEPA should provide the re- 
port to States and drinking water utilities. AWWA would strongly oppose any re- 
quirement that would involve the Federal Government in reviewing or approving 
drinking water rates. 

Asset Management. — AWWA advocates that public water systems have an asset 
management plan as part of good utility management. However, it is important to 
ensure that the provisions of S. 1961 do not lead to Federal micro-management, 
such as review or approval of these asset management plans. One way to accom- 
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plish this is to make the provision a “self certification” requirement with no USEPA 
or State role in judging the method by which the asset management plan was devel- 
oped or its adequacy. 

Local Planning Requirements . — ^AWWA believes that this provision requires clari- 
fication as to what is intended and how the provision would be implemented. It ap- 
pears to only require consultation in “appropriate” circumstances but it’s not clear 
who determines what is “appropriate.” Moreover, as noted above, many projects for 
which utilities might seek SRF support are not likely to be connected in any mean- 
ingful way to growth or open space considerations. At a minimum, those projects 
should be exempted, and for other projects, the requirement should be satisfied by 
a certification that utility has consulted with other local agencies as it deems appro- 
priate. 


COMPETITION REQUIREMENTS 

AWWA recommends that Section 205 concerning competition requirements be de- 
leted from the bill. The provision appears to come from the old construction grants 
program of the Clean Water Act and has no place as a Federal mandate for a drink- 
ing water loan program. This provision that governs utility procurement would get 
the Federal Government into local procurement decisions. The provision is redun- 
dant because every States already has procurement procedures in effect. Rather 
than streamlining the DWSRF, this provision is an unnecessary encumbrance on 
the DWSRF that we cannot endorse. 

RESEARCH AND DEMONSTRATIONS 

S. 1961 includes several provisions relating to research and demonstrations, in- 
cluding the demonstration program in Section 302, the rate study in Section 303, 
and the water resource planning provisions of Section 401. We believe it is critical 
that the public water supply community be substantially involved in planning and 
carrying out those sections of the bill to ensure that the research is relevant, cred- 
ible, and coordinated with other drinking water related research efforts. The Amer- 
ican Water Works Association Research Foundation (AWWARF) is the internation- 
ally recognized research organization of the drinking water community. With over 
$37 million in Federal support over recent years, the AWWARF has leveraged al- 
most $260 million in total research on both technical and policy issues facing drink- 
ing water utilities. AWWARF should select and manage several of the demonstra- 
tion projects under Section 302, carry out the rate study under Section 303, and 
have substantial involvement in the water resources study under Section 401. 

CONCLUSION 

How we address our emerging drinking water infrastructure needs is a critical 
question facing the Nation and this Congress. America needs a new partnership for 
reinvesting in drinking water infrastructure. There are important roles at all levels 
of government. 

AWWA does not expect that Federal funds will be available for 100 percent of the 
infrastructure needs facing the nation’s water utilities. However, AWWA does be- 
lieve that due to concurrent needs for investment in water and wastewater infra- 
structure, security projects, replacement of treatment plants, new drinking water 
standards, and demographics, many utilities will be very hard pressed to meet their 
capital needs without some form of Federal assistance. Over the next 20 years, it 
is clear that Safe Drinking Water Act (SDWA) and Clean Water Act (CWA) compli- 
ance requirements and infrastructure needs will compete for limited capital re- 
sources. Customers are likely to be very hard pressed in many areas of the country. 
Compliance and infrastructure needs under the SDWA and CWA can no longer be 
approached as separate issues. Solutions need to be developed in the context of the 
total drinking water and wastewater compliance and infrastructure needs. 

AWWA believes that S. 1961 is an appropriate first step to achieving these goals. 
In our testimony we have made recommendations that we believe will improve the 
bill. AWWA pledges to work with Congress to develop a responsible and fair solution 
to the Nation’s growing drinking water infrastructure challenge. We thank you for 
your consideration of our views. 

This concludes the AWWA statement on S. 1961, Water Investment Act of 2002. 
I would be pleased to answer any questions or provide additional material for the 
committee. 
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Statement of Tom Morrissey, President, Association of State and Interstate 
Water Pollution Control Administrators 

Mr. Chairman, Members of the Committee and Subcommittee, my name is Tom 
Morrissey. I am the President of the Association of State and Interstate Water Pol- 
lution Control Administrators (ASIWPCA) and Director of the Planning and Stand- 
ards Division for the Connecticut Department of Environmental Protection. 

I would like to provide a little history as a backdrop to the Association’s testimony 
here today. In the early 1980’s, representatives of our organization, along with the 
then chair of the National Governors’ Association (NGA), were called to the White 
House to discuss the future of the construction grants program. The $5 billion pro- 
gram authorized by Congress for the construction of wastewater treatment facilities 
was under attack. The Director of the Office of Management and Budget told the 
State officials that the Administration intended to phaseout the grants program. 
OMB’s Director said that if there was to be any subsidy for municipal wastewater 
treatment works. States and Congress would have to find a better vehicle. From the 
Administration’s perspective, the grant program had lost credibility and was too ex- 
pensive, too burdensome and a drag on the national economy. 

NGA and ASIWPCA took OMB’s counsel to heart, as did a member of this Com- 
mittee (John Chafee (RI), Mack Mattingly (GA), David Durenberger (MN), etc.). 
Congress and the States met the challenge, drafted legislation in early 1987 and the 
Clean Water State Revolving Loan Fund (CWSRF) was born. The CWSRF has be- 
come one of the most successful Federal public works programs in history, which 
is attributable to its careful design as a streamlined. State-based program. Senate 
and House authors intended to address the vast array of State Water Quality Pro- 
gram priorities under a States’ Water Program fund. 

Having just passed the 15th anniversary of the last Clean Water Act reauthoriza- 
tion, we have had sufficient time to build and document a track record of SRF suc- 
cess. We know, for example, that projects are built in half the time than those con- 
structed under the Federal grants program. We know that the CWSRF has saved 
taxpayers hundreds of millions of dollars and we know that, with each Federal dol- 
lar, there has been an almost equal contribution at the State level. Since 1987: 

• More than $18.3 billion in Federal funds have been awarded and $37.7 billion 
is currently available for program use. 

• States have made over 10,919 loans totaling over $34 billion. 

• 25 percent of assistance agreements were for nonpoint source (NPS). 


Communities Funded by the CWSRF Since 1987 

Assistance Agreements 

Loan Amount 
[in billion of dollars] 

Up to 9,999 population 

6499 (60 percent) 

$8.2 

10,000 — 99,999 population 

3175 (29 percent) 

12.5 

Over 100,000 Population 

1245 (11 percent) 

13.7 

Total 

10,919 

$34.4 


Mr. Chairman, States are committed to the Clean Water State Revolving Loan 
Fund, because it has met and exceed the expectations set by its creators. 

1. To provide funding to address State water quality program priorities, 

2. To develop a funding mechanism that would revolve and provide a perpetual 
source of support and 

3. To establish the States as the pro^am lead to manage and operate the Fund. 

ASIWPCA believes that in reauthorizing the CWSRF to it is vitally important: 

• Increase funding for the program, 

• Assure the SRF remains competitive in the financial market place, 

• Maintain a streamlined program, and 

• Enable States to direct the funding to priority water quality needs. 

THE water investment ACT OF 2002 (SENATE BILL 1961) 

The Association takes great pride in the fact that the CWSRF program continues 
to enjoy the strong support of the Administration, the Congress and this Committee. 
We appreciate the Committee’s effort to develop S. 1961 and hold hearings. And, 
Mr. Chairman, as we have discussed with you in prior meetings, ASIWPCA appre- 
ciates your leadership in developing Year of Clean Water Legislation to commemo- 
rate the 30th anniversary of the Clean Water Act. The goals of S. 1961 are laudable 
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and the bill, if enacted, could advance the program in key areas particularly related 
to: 

• Increased CWSRF funding authorization levels, 

• Expanded eligibilities, 

• Extended loan repayment periods, 

• Expansion to forgive principal in hardship situations, and 

• Fund transfers between the Clean Water and Drinking Water SRFs. 

These enhancements will, for example, better enable States to address small com- 
munities, onsite systems, nonpoint source pollution, urban stormwater and com- 
bined sewer overflows. 

As appreciative as we are of the Senate Committee efforts to enhance the 
CWSRF, our hope and expectation was that this proposed legislation would mod- 
ernize and minimize the program to make it more user friendly. To the contrary, 
we note certain provisions that appear to make matters more difficult by adding 
greater complexity. The Association does have some concerns relative to effective 
implementation. Some of these provisions pertain to: 

New requirements that need to be simplified and reduced. — The cumulative effect 
of S. 1961’s provisions would seriously weaken the effectiveness of the CWSRF. The 
coordination required between State water quality and State SRF programs will be 
extensive at many levels. In some instances, we question the necessity of the new 
requirements, since there is no compelling demonstrated need. Overall, we are con- 
cerned that some of the new requirements will lead to extensive bureaucracy, bur- 
densome implementation and oversight, project delay, increased costs and potential 
litigation. These concerns primarily relate to provisions on: 

• Consistency with local land use and other plans, 

• The State priority system and intended use plan, and 

• Federal requirements for State regulation of local technical, management and 
fiscal capacity building through CWSRF loan assistance. 

The significant increase in State management and administrative burdens that 
should be addressed. — The additional administrative and regulatory requirements 
will be very costly unfunded mandates, will slow the program and will yield mini- 
mal, if any, water quality improvement. 

The need to recognize that the CWSRF is a financing mechanism focused on ad- 
dressing priority water quality problems. — States are held accountable for pollution 
abatement and control, yet several provisions in the bill would suggest that the 
CWSRF become a panacea for solving environmental, management, development 
and social issues. 

Mr. Chairman, we recognize and appreciate the fact that this bill represents the 
collective work of a lot of fine minds, those who care about clean water. However, 
unless you are on the front lines of day-to-day CWSRF implementation, it would be 
difficult to know that the collective impacts of many of these individual provisions 
would have serious and unintended negative consequences. The CWSRF’s competi- 
tiveness as an effective tool to accomplish environmental results must not be weak- 
ened in any significant way. Unless refinements are made, provisions of S. 1961 will 
be perceived by a significant number of potential recipients as so onerous as to out- 
weigh the value of CWSRF assistance. Again, we are looking for modernization and 
streamlining of the existing program. 

The Association strongly urges the Committee to consider the enhancements rec- 
ommended by the State professionals who have the responsibility for the success of 
the SRF. And, because the States and our ASIWPCA membership have had limited 
time to review the bill in detail, additional suggestions may be forth coming. 

ASIWPCA RECOMMENDATIONS 

SRF Authorization Funding: We applaud the Committee for the increased author- 
ization levels and we look to this Committee to work through the appropriation 
process to secure ultimate approval by Congress for S. 1961’s higher levels of fund- 
ing. Infrastructure needs under the Clean Water Act (the Act) are well in excess 
of $200 billion and the bill represents a significant move in the right direction. 

Eligibilities: We are encouraged that the bill supports coverage of facility siting, 
related elements and other new coverage. We urge that the Committee also recog- 
nize the following: 

• The need to support restoring impaired and addressing threatened waters (im- 
plementation of TMDLs and watershed protection plans should be broadly eligible). 

• States need CWSRF funds to support technical assistance — this workload will 
increase significantly under S. 1961. 

• The need to minimize the distinction between point and nonpoint source 
projects which inhibits State ability to address priority water quality problems. 
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There are necessary and worthwhile improvements (such as facilities and best man- 
agement practices for concentrated animal feeding operations (CAFOs), which 
should be eligible for CWSRF assistance. 

• The State’s lead role (e.g., Sections (1)(C and D) should read: “water quality 
benefits as determined by the State”). 

• The need to protect the corpus of the fund, (e.g., “Private utility” may be more 
appropriately changed to “privately owned system”). 

Maintenance of the Fund: The language in (c)(2)(B) needs to clarify what con- 
stitutes “balances in the fund.” States are uncertain what the term means. 

Loan Terms and Repayments: 40-year loans should be allowable with the same 
condition, i.e., that the loan term cannot be longer than the project life. Interceptor 
sewers and collection systems can last 40-60 years. 

We recommend that this Section 603(d)(1)(D) on repayments be changed to read 
“A State shall determine that the recipient of a loan has provided a dedicated source 
of income, and as appropriate adequate security, for the repayment of the loan.” The 
proposed language in S. 1961 could be read to require septic tank owners to provide 
security for loans. It also seems to require all private systems to demonstrate secu- 
rity. Further, it restricts the security requirement only to privately owned systems, 
whereas the intent should be that all loans are adequately secured, as necessary. 

Meeting Hardship Community Needs: States strongly support principal forgive- 
ness. We appreciate the Committee’s recognition that the definition of disadvan- 
taged community should be a State responsibility. 

• States support the goal of addressing hardship needs within larger community 
jurisdictions. However, we have some concerns relative to the wording in Section 
103(c)(8) of S. 1961 on dealing with communities to charge different rates on the 
basis of user income levels (pockets of hardship). This appears to be an open invita- 
tion to litigation. It should be left to each State to decide how to craft an approach 
to get to this issue under the framework of disadvantaged community. 

• We need to be cognizant of the fine line States need to walk between meeting 
hardship needs, which under S. 1961, could take up to 45 percent of the annual cap- 
italization grant and the importance of protecting the corpus of the Fund. 

Administrative Costs: Increasing the percentage of capitalization grants which can 
be used for State administration of the CWSRF from 4 percent to 5 percent is help- 
ful, but falls short of the amount needed to cover CWSRF administration in the cur- 
rent program. This need would be exacerbated by the new responsibilities S. 1961 
imposes on the States. Should capitalization end or be held in abeyance, no funds 
would be available for administration. Several options should be considered: 

• Increase the percentage (e.g., up to 4 percent of the authorization and State 
match); allow States to use up to Vz percent of the CWSRF’s current valuation (the 
total assistance outstanding plus any funds available for new loans, including State 
match); or allow States to use up to $400,000 per year — which ever is greater. (How- 
ever, to the extent that S. 1961 contains new requirements, these levels will need 
to increase) 

The Act should allow fees and surcharges collected by a State for CWSRF admin- 
istration to be deposited in the fund to help defray administrative costs. 

Community Development: Applicants should be able to certify as to consultation/ 
coordination, but shifting the burden to the CWSRF to “ensure” they do so in a cer- 
tain way is an unreasonable and difficult standard to meet. 

• Requirements for clearinghouse review by the local planning agencies already 
exist. The Act requires coordination with all water quality plans; if land use plans, 
especially those designed to encourage smart growth, have been prepared — local en- 
tities are required to comply. The States question what more is envisioned and what 
problem this provision is designed to resolve. 

• With the addition of a significant number of new requirements, ASIWPCA has 
concerns about the potential for significant delays in program implementation at the 
State and Local level. 

Priority System Requirements: The proposed changes to the States’ priority sys- 
tems should be minimized, because such a major restructuring will delay project 
funding, divert staff and resources and, is frankly not necessary. 

• The development of the State’s priority system and intended use plan already 
involve extensive public outreach and involvement. The requirement for “significant 
public outreach” (a new and undefined term for the Act) should be deleted. It im- 
plies a level of intensity that will be difficult to achieve and will undoubtedly delay 
and over complicated the CWSRF program. States feel strongly that the CWSRF 
should not be held to higher standard than other existing Clean Water Act pro- 
grams. 

• States are required to use ranking criteria that are extensive, well documented 
and emphasize environmental benefit. The CWSRF is a primarily mechanism States 
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have to focus limited resources on TMDL implementation in impaired waters and 
a extensive water quality information feeds into that process. It is reasonable for 
the CWSRF to consider relevant information in the 305(h) report. States and 
USEPA are investing significant time and resources integrating the 305(b) report 
and the 303(d) listing process. S. 1961 should not have the CWSRF move in a dif- 
ferent direction, duplicate other efforts or use a different standard with no demon- 
strable improvement in water quality. (States should not be required to “take into 
consideration all available water quality data”, because this is too ambi^ous, dif- 
fers from how data is considered in the water quality program and invites litiga- 
tion.) 

• Under the proposed S. 1961, there appears to be little to no latitude to consider 
critically important factors, including readiness to proceed. Is the Senate promoting 
a strict funding in priority sequence? The bill appears to also be in conflict with the 
existing statute and the current State priority systems, which are based on water 
quality contributions, rather than project type. The bill should be modified accord- 
ingly. If our national goal is clean water, then programmatic decisions need to be 
based on water quality improvement. 

• It is beneficial to prioritize Section 319 and 320 projects. However, requiring 
one integrated priority ranking system for Section 319, 320 and 212 projects may, 
in some States, diminish the ability to fund 319/320 projects, because they may not 
rank well in such a competitive process. To develop and implement a successful pro- 
gram overall. States need to be able to prioritize 319 projects with other similar 
projects. 

• Requiring States to identify and prioritize each and every Section 319 project 
upfront (with schedules) in the yearly priority funding list is a major change and 
is close to impossible to implement, because such details are often not known that 
far in advance. We question what it means to require States to publish a summary 
of projects every 2 years and how that differs from the lists currently required. This 
program needs to be simple, straightforward and unintrusive if we are to expect and 
secure the participation of the nonpoint source community. It would be desirable for 
States to accept applications from farmers on a monthly basis. 

• S. 1961 in Section (g) (4) should clarify that the determination of “optimum 
water quality management” is a State decision. 

TECHNICAL, MANAGERIAL AND FINANCIAL CAPACITY 

We agree with the Committee that there is a need for capacity building. Loan re- 
cipients should be required to demonstrate the ability to effectively manage their 
wastewater system and successfully repay loans. However, ASIWPCIA is concerned 
that S. 1961 goes beyond what is reasonable and realistic. The Association would 
suggest that this provision be streamlined, because as currently written, it entan- 
gles the program in extensive, unnecessary and burdensome bureaucratic process. 
In addition: 

• We question whether the CWSRF is the appropriate tool to accomplish this ob- 
jective and whether it is fair to hold recipients of CWSRF funds to a higher stand- 
ard than other facilities, including those funded annually under set asides or site 
specific appropriations. We also question the equity of placing such requirements on 
CWSRF loan recipients that own treatment works — while not imposing such man- 
dates on owners of collection systems or interceptor sewers. 

• States, under the leadership of the National Governors’ Association have con- 
sistently raised concerns about Federal unfunded mandates. If S. 1961 were to be 
enacted, higher levels of funding would be necessary to carry out these provisions. 

• ASIWPCA remains concerned about the long-term integrity of the fund corpus. 
Each requirement has the potential to erode the fund and hence limit the utility 
of the SRF. To make CWSRF funding attractive. States would need to move to a 
zero interest rate which further erodes the corpus. Even that may not be sufficient 
to overcome the added burden of participation. 

Strategy . — The provision that States have a strategy in place to assist applicants 
in their development of financial, managerial and technical capability is laudable 
and supportable. In the development of such a strategy, the States need latitude to 
design it to meet their diverse challenges. 

• As a house keeping measure, whenever (i) refers to “State” the term should be 
replaced by “State agency”. 

• Section (B) should be deleted — as unnecessary and overly prescriptive. In order 
to develop a meaningful strategy. States do not need to describe or analyze the lit- 
any of “institutional, regulatory, financial, tax, or legal factors at the Federal, State, 
and local levels that encourage or impair the development of technical, managerial, 
and financial capacity.” Requiring States to describe “the manner in which the State 
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intends to use the authorities and resources of the State” implies more than a strat- 
egy and clearly invites litigation that could be misused. Sanctions could apply to 
successful and effective State programs, if there is a perceived failure to carryout 
a particular element in precisely a certain way. 

• Given the potential for misinterpretation and misuse of this provision, a 20 per- 
cent sanction is excessive. In making a determination of failure: (1) USEPA should 
be required to notify the State of the decision, justification and actions that need 
to be taken, and (2) States should have at least 1 year to correct the inadequacy 
before sanctions apply. 

• A simplified report every 3-5 years to USEPA on progress made under State 
strategies is the most efficient and effective means. Annual updates to measure and 
report on local improvements in technical, management and financial capacity is an 
undue burden for a CWSRF, especially since trends are difficult to detect and meas- 
ure annually. The Committee needs to take a step back and generally review report- 
ing requirements under the Act and how they can be most efficient and effective. 

Condition for Receipt of Assistance. — States support asset management and it may 
be workable to have treatment works certify they have needed capacity and make 
that rationale transparent to the public. However, ASIWPCA urges the Committee 
to reconsider how best to accomplish the objective, before adding statutory require- 
ments and deadlines. Specifically we would ask the Committee to consider the fol- 
lowing: 

• Overseeing development and evaluating local technical, managerial and finan- 
cial capacity and asset management plans will be a substantial workload, and we 
question the utility of this provision. The provision for States to require treatment 
works to demonstrate “adequate” capacity will require a fair amount of subjective 
judgment and new USEPA bureaucracy. This may not 3deld the desired result. 

• States should not be expected to police asset management, unless there is con- 
sensus on: (1) The content of the plans with respect to capital replacement, etc. and 
(2) A clear definition of adequacy. 

• If asset management is a good idea, it should be required of all systems, not 
just those that receive future SRF assistance. 

Restructuring. — This section should be deleted and the Committee should consider 
other avenues. We make this suggestion because (j)(l) (A)-(C) will require: (1) Addi- 
tional hoops which will result in disincentives to participate in the program, (2) The 
provision will be accompanied by considerable Federal bureaucracy, (3) The require- 
ments will entail considerable State work load, (4) The policy assumptions are not 
necessarily valid (e.g., that consolidation, public/private partnerships and non- 
structural alternatives are environmentally beneficial) and (5) The focus of the Act 
should be on clean water and not bureaucratic processes and procedures. Regarding 
(j)(2): 

• Rate structures are not appropriate for regulation under the CWSRF. Other 
State agencies (public utility commissions) have purview and since the definition of 
“adequate” is unknown (does it include complete capital replacement, for example), 
the program would be extremely difficult to implement in the CWSRF. Does the 
Committee really want to use the CWSRF for this purpose and is the Committee 
prepared to deal with unintended consequences? How is the CWSRF going deal, for 
example, with loan recipients that apply an inappropriate burden on certain cus- 
tomers through double and triple rates? 

• Making the requirement effective upon enactment seems premature — since the 
National Academy of Science study is not required until 2 years after enactment. 
Time should be allotted to thoughtfully consider the results of the congressionally 
mandated study. Hence, any provisions to address rates at the State and local level 
in S. 1961 would need to apply at least 30 months (or later) after study completion. 

• States question the need for and the workability of applying the requirement 
to non-traditional needs such as nonpoint sources. 

Technical Assistance: States have a long and successful history providing technical 
assistance to loan recipients. This provision (Section 206) is disturbing in that it 
seems to presume that States are incapable of, or are not interested in, providing 
assistance to small systems. This is not an accurate assumption. Furthermore, the 
provision takes the circuitous route to reach an unspecified goal — e.g., creating a 
program to fund non-profit entities to provide small community assistance for 
CWSRF participation. States do not see the need for this provision, especially since 
it is not clear how the program would operate and relate to the CWSRF and Section 
104(b). If there needs to be a grant program. State, Regional and Local initiatives 
should be eligible. Activities funded should be coordinated with State efforts so they 
are mutually supportive. S. 1961’s reliance on USEPA (the Agency furthest from the 
point of need) is, at best, an ineffective approach. If this provision is to be included 
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in national legislation, a State/Local advisory committee should be used to help cre- 
ate, focus and administer the program. 

Competition Requirements: Requirements of the old construction grants program 
(Section 204(a)(6)) should not be reinstated. This is a good example of the bureauc- 
racy and pitfalls that the CWSRF was created to avoid. The Association would ask 
what documented problem in the loan program is this provision intended to address. 

Formula: States have questions about the formula and request additional infor- 
mation relative to how the numbers were derived and the effects of the proposed 
formula on States’ allotments at various appropriation levels. The results of the 
2000 Needs Survey should be released as soon as possible, so that States can gage 
the full impact of proposed changes. And, if the eligibilities are expanded to include 
CAFOs, etc., the allocation formula should reflect such needs. 

Furthermore clarification is needed relative consistency. If the Committee intends 
that all needs (which are included in the calculation of a State’s allocation formula) 
be eligible under a State’s CWSRF program (to receive funds for those needs under 
Title VI) — the provision needs wordsmithing (i.e. the issue may pertain to not just 
private utilities). 

Clean Water AetIDrinking Water Act Fund Transfers: ASIWPCA is supportive of 
this provision and suggests that, in addition to providing for the transfer of funds 
between the Clean Water and Drinking Water SRFs, S. 1961 should also allow for 
full cross-collateralization between the funds. 

Demonstration Program for Water Quality Enhancement: The goals of this effort 
are at once broad and inclusive of watershed protection of surface and source water, 
and yet focused on primarily municipal boundaries and wastewater facilities. The 
ASIWPCA suggests that: (1) Eligibilities go beyond municipalities to include State, 
regional and watershed based entities — governmental and non-governmental, (2) 
The list of project types be expanded to include integrated water management, etc. 
and (3) A advisory group with balanced stakeholder representation be convened to 
assist in carrying out the intent of Congress. 

NAS Rate Study: This study should be carried out in consultation with a balanced 
group of stakeholders, including a significant number of State and Local government 
officials responsible for on-the-ground implementation of the Clean Water Act re- 
quirements. 

Water Resource Planning: State water quality agencies question the need for this 
provision and are concerned about adverse impacts on other efforts of the US Geo- 
logic Survey (USGS). It appears to duplicate what States currently have underway 
with other Federal agencies, including the Bureau of Reclamation. USGS services 
are already being reduced and further mandates are counter-productive. For exam- 
ple, the stream-gauging program is critical to the State development of TMDLs. To 
further divert USGS attention away from its highest priorities to other activities, 
especially when they are already being performed by other agencies, seems 
counterintuitive. States need USGS to do what it does best — provide accurate timely 
water quality data for program implementation and decisionmaking. There may be 
a role for USGS within the context of the Clean Water Act and Mr. Robert Hersh 
will be articulating such activities in his testimony. In any event, State Water Qual- 
ity Agencies must be integral to the creation of any clean water related authorities 
for USGS. The Department on Interior should be directed to closely coordinate and 
consult with the State water quality officials and agencies in carrying out the objec- 
tives of S. 1961. 

Again Mr. Chairman, we applaud the Committee for beginning the discussion on 
the Clean Water Act SRF reauthorization and we, at ASIWPCA, are eager to work 
with you and your fine staff to refine legislation that will move this country forward 
in the pursuit of cleaner water. We thank you for the opportunity to come before 
you and we are available at any time to meet with you and the members of your 
staff on the recommendations provided in the statement. Please contact our Execu- 
tive Director, Robbi Savage, at 202-898-0917. Thanks again for inviting the State 
Water Program Administrators. 


Statement of Jay L. Rutherford, P.E., Director, Water Supply Division, 
Vermont Department of Environmental Conservation on Behalf of the As- 
sociation OF State Drinking Water Administrators 

introduction 

The Association of State Drinking Water Administrators (ASDWA) is pleased to 
provide testimony before the Senate Environment and Public Works Subcommittee 
on Fisheries, Wildlife, and Water regarding the Water Investment Act of 2002. 
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ASDWA represents the drinking water programs in each of the fifty states, terri- 
tories, and the District of Columbia in their efforts to ensure the provision of safe, 
potable drinking water to all Americans nationwide. ASDWA’s primary mission is 
the protection of public health through the effective management of state drinking 
water programs that implement the Safe Drinking Water Act. For these reasons, 
our testimony will focus only on the drinking water-related provisions of S. 1961. 

OVERVIEW 

States have been implementing the Federal requirements for safe drinking water 
for more than 25 years. The 1996 amendments to the Safe Drinking Water Act cre- 
ated a host of new program responsibilities including a new Drinking Water State 
Revolving Loan Fund (DWSRF). The DWSRF was established to offer low cost loans 
to public water systems to enhance both their infrastructure and compliance capa- 
bilities. The Act authorized a total of $9.6 billion in annual appropriations through 
FY-03. ASDWA appreciates the Committee’s interest, through this legislative initia- 
tive, in ensuring that this much needed program will continue to receive funding 
over the next several years and is especially pleased that the authorized funding 
equals $14.5 billion through FY-07. ASDWA also appreciates the acknowledgement 
that state drinking water programs must have additional funds to administer the 
program in an efficient and responsible manner. 

TITLE II PROVISIONS 

ASDWA endorses the goal of streamlining the DWSRF process to maximize use 
of Federal funds and encourage efficiency. However, state drinking water programs 
are concerned that some of the elements contained in this Title will hinder rather 
than help efforts to achieve the stated goal. One overarching example lies in the leg- 
islation’s proposal to strengthen activities relating to use of the DWSRF for source 
water protection, consolidation initiatives, assistance for small and disadvantaged 
communities, and coordination with other programs such as land use and transpor- 
tation. However, the authorization to address many of these issues lies in SDWA 
Section 1452(g). This section requires a dollar-for-dollar match for any state wishing 
to use additional program administration funds to address technical assistance for 
source water protection, capacity development, and operator certification initiatives. 
These are the very programs that get to the heart of the goals for S. 1961. States 
are hindered in their ability to find dollar-for-dollar match funds over and above the 
20 percent match required for the DWSRF program and the 25 percent match re- 
quired for state public water supply supervision (primacy) grants program. As a re- 
sult, many states cannot take advantage of these funds now and certainly may not 
be able to access them when the increased DWSRF authorizations are appropriated. 
The states ability to administer the DWSRF efficiently will decline, despite in- 
creased authorizations, unless the funds can be accessed for the purpose for which 
they were intended. 

Action: ASDWA recommends that the proposed amendment to SD WA Section 
1452(g)(2)(A-D) strike the requirement for a dollar-for-dollar match and replace it 
with language calling for a 25 percent state match for these critical activities. 

Section 202 

(b) Public Outreach: Since the inception of the DWSRF, state drinking water pro- 
grams have made significant investments in establishing communication and out- 
reach networks to ensure public participation in the DWSRF process. Since its in- 
ception, states have worked to design opportunities for public notice and comment 
that best respond to the needs, interests, and concerns of their citizenry. States 
have created advisory boards, held community meetings, and met state statutory re- 
quirements that regulatory initiatives relating to DWSRF activities be published in 
the media as well as the state-level equivalent of the Federal Register. This flexi- 
bility has already allowed states to design programs that are responsive and respon- 
sible. A call for undefined “significant public outreach” is, therefore, unnecessary for 
the DWSRF. 

Action: ASDWA requests that this additional requirement for “significant public 
outreach “ be removed. 

(c) Types of Assistance: Current SDWA language does not address the pressing 
need for capital improvements related to infrastructure security. 

Action: ASDWA recommends that capital improvements for security be specifically 
added to the list of eligible DWSRF activities. 

(c)(F) Types of Assistance: While state drinking water programs, through their ca- 
pacity development initiatives, have worked with systems to ensure their technical, 
financial, and managerial capabilities, no drinking water program has the authority 
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to direct or regulate how any system develops and/or applies its rate structure. As 
well, state drinking water programs do not possess the expertise required to ensure 
that a particular rate structure “reflects the actual costs of service.” These are local 
decisions, often politically driven, and are well beyond the authority of drinking 
water programs to direct or control. 

Action’. ASDWA requests that the language on setting rates be removed. 

(d) Consultation and Coordination with State Agencies: ASDWA is concerned with 
the requirement that state drinking water programs shall “ensure” that applicants 
have appropriately “consulted and coordinated” with other regulatory bodies. Rath- 
er, this responsibility must fall on the applicant system. 

Action’. ASDWA recommends that this language be modified to reflect the need 
for a loan applicant to consult and coordinate with other regulatory bodies and pro- 
vide the results of that consultation to state programs rather than have states “en- 
sure “ that such consultation has occurred. 

Section 203 

Under the 1996 SDWA Amendments, state drinking water programs received the 
authority to reserve up to 30 percent of their DWSRF capitalization grants to ad- 
dress the needs of disadvantaged communities. This section proposes that states 
may reserve an additional 15 percent to address “poverty pockets” in otherwise non- 
disadvantaged communities. Further, states are directed to ensure that an appro- 
priate “user charge rate system” is in place within the community. ASDWA has two 
significant concerns with this proposal: 

First, reserving up to 45 percent of a state’s DWSRF program to address dis- 
advantaged communities may not be the best use of limited resources to address 
public health protection on a statewide basis and has the real potential to quickly 
erode the corpus of the loan fund. State drinking water programs must balance the 
competing needs of all applicants to ensure that the broadest public health protec- 
tion benefits are derived from the most efficient award of funds. 

The second concern with this proposal lies in the requirement for state drinking 
water programs to ensure the efficacy of any individual user charge rate system as 
part of an assistance agreement. This level of responsibility goes far beyond state 
drinking water programs’ expertise and mandate to protect public health. 

Action’. ASDWA requests that this section be modified to add “disadvantaged 
users “ within an otherwise non-disadvantaged community to the existing SDWA 
Section 1452(d) language, and leave the reservation of funds up to a maximum of 
30 percent. In addition, ASDWA requests that the requirement to ensure the effi- 
cacy of a user charge rate program be directed toward the applicant rather than the 
state. 

Section 205 

(1) Competition Requirements: ASDWA is uncertain of the value of this proposed 
addition to the SDWA. The language appears to have been taken from the old Clean 
Water Act construction grants program. It is ASDWA’s understanding that the cur- 
rent Clean Water Act no longer contains these provisions and that they were re- 
moved due to their complexity and resulting burden placed on state programs and 
loan applicants alike. 

Action’. ASDWA requests that this language be removed from the section. 

Section 206 

(a) Small Public Water Systems Technology Assistance Centers: ASDWA is 
pleased to see addition of accountability requirements under this section. 

Section 207 

(3) Reservation for Needs Survey: Under current law, EPA is required to conduct 
a drinking water needs survey once every 4 years. Yet, the language in this section 
authorizes the Agency to reserve $1 million annually from the DWSRF to cover 
their associated costs. Is it the intent of this section to provide $5 million over the 
course of FY-03 through FY-07 for EPA to conduct one needs survey? 

Action’. ASDWA requests clarification under this section. 

TITLE III PROVISIONS 


Section 301 

(b)(1) Safe Drinking Water Fund: ASDWA is pleased that this legislation proposes 
to increase the allowable percentage of DWSRF funds that may be reserved for pro- 
gram administration. However, given the additional responsibilities outlined in this 
legislation, particularly those directed toward the very large number of very small 
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systems, ASDWA believes that the percentage reservation for program administra- 
tion should reflect the true cost of efficient administration. 

Action: ASDWA recommends that the level of funding reserved for state DWSRF 
program administration should be increased to 6 percent. 

(b)(2) Transfer of Funds: ASDWA is pleased that this legislation extends the abil- 
ity of the Governors to transfer funds between the DWSRF and CWSRF. 

Section 303 

(a) Rate Study: ASDWA is pleased to support the call for a study regarding rate 
structures. ASDWA is also pleased by the requirement for such a study to be com- 
pleted within 2 years. However, ASDWA is concerned that the statutory provisions 
for state drinking water programs to address rate structures and disadvantaged 
communities take effect upon enactment — without benefit of the information af- 
forded by the rate study and without benefit of the to-be-developed new definition 
of “disadvantaged community.” 

Action: ASDWA requests that, in concert with our earlier statements, the trouble- 
some provisions in Sections 202 and 203 affected by this section be removed. How- 
ever, in the event that the provisions are retained, ASDWA requests that implemen- 
tation of these provisions be delayed until the results of the study are published and 
analyzed. 


CONCLUSION 

ASDWA extends its appreciation to the Committee for taking significant first 
steps to address the critical need for drinking water infrastructure funding. This 
legislative proposal also offers some relief to states that must administer these pro- 
grams. However, ASDWA cautions that several of the proposed refinements to the 
SDWA will not achieve the stated goals for this legislative initiative. Adding new 
and more complex requirements to a drinking water utility’s DWSRF application 
will not streamline the process, reduce the burden, or make the program more ap- 
pealing. Adding additional requirements for state oversight in areas such as rate- 
making, designated user charge programs, ensuring consultation and collaboration 
by systems with other agencies, and the like will not make the program more effi- 
cient and will hinder the states’ best efforts to award loan funds in a timely manner. 

ASDWA would be pleased to work with members of the Committee to address 
these concerns and ensure successful implementation of the SDWA DWSRF pro- 
gram. 


Statement of Valerie I. Nelson, Ph.D., Coalition for Alternative 
Wastewater Treatment 

I appreciate the opportunity to submit testimony to the Subcommittee on Fish- 
eries, Wildlife and Water concerning S. 1961, the Water Investment Act of 2002, 
which would reauthorize the Clean Water Act and Safe Drinking Water Act State 
revolving funds (SRFs). I am the Director of the Coalition for Alternative Waste- 
water Treatment, which was formed 8 years ago to promote reform of Federal, 
State, and local policies and practices concerning decentralized wastewater treat- 
ment. I would also like to present the recommendations for SRF reauthorization de- 
veloped at a national workshop on integrated water resource management that was 
held on February 19-20, 2002 in Arlington, VA. 

The central recommendation of my testimony is for the Congress to provide incen- 
tives in the SRF program for States to fund decentralized wastewater, distributed 
stormwater, and other non-point source projects. After several decades of investment 
in wastewater treatment plants and sewer collection systems, progress has been 
made by the Nation in water quality protection. However, estimates are now that 
a majority of water quality problems stem from non-point sources. The costs of ad- 
dressing equivalent amounts of non-point pollution are substantially less than the 
costs for point-source treatment. And yet, the States are currently directing only 4 
percent of SRF loans to non-point source projects. This represents a serious 
misallocation of Federal resources, and raises the question of how States can be en- 
couraged to utilize SRF funding more cost-effectively. While ERA has issued guid- 
ance in recent years allowing States to provide SRF loans for non-point source 
projects, a majority of States have not broadened their eligibility lists to allow these 
projects to be funded. 

I would suggest that the best approach for the Federal Government to promote 
a more efficient use of Federal resources by the States is to create a 10 percent set- 
aside of new SRF funding for States to use for non-point source projects. This ap- 
proach would maintain the flexibility in the use of the SRF which states request. 
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but at the same time would assure greater accountability by the States to the goals 
and objectives of the Clean Water Act. States would be eligible to apply to the EPA 
for 10 percent in additional funds beyond the baseline allotment for the Clean 
Water SRF capitalization grant. Funds could be used for principal forgiveness, inter- 
est subsidies, and other creative financing mechanisms which each State would 
have the flexibility to develop. 

The 10 percent set-aside proposal is modeled on the successful enhancement grant 
set-aside established in the Intermodal Surface Transportation Efficiency Act of 
1991. Because of this initiative, successful environmental enhancements have been 
constructed throughout the States, and reform of transportation planning and main- 
stream practice have occurred more generally. 

INTEGRATED WATER RESOURCE MANAGEMENT WORKSHOP 

On February 19-20, 2002 a group of 35 leaders in water quality protection met 
in Arlington, Virginia to discuss the future of distributed and natural system ap- 
proaches to integrated water resources management. Participants included public 
officials, engineers, academics, and environmental advocates from across the coun- 
try. In recent years, much progress has been made in the development of decentral- 
ized or distributed approaches, including for example: advanced onsite and cluster 
system technologies and management for wastewater treatment; distributed 
stormwater remediation, including stream restoration; low impact development 
practices that retain natural infiltration/treatment zones and distribute infiltration 
and biorentention best management practices throughout a development; agricul- 
tural stream buffers and other best management practices; and “soft path” flood 
control measures such as parkland stream buffers. 

Water resource management in the United States has been dominated in recent 
decades by “hard path” centralized infrastructure solutions, including sewer collec- 
tion systems and treatment plants, stormwater collection and underground storage 
tunnels, centralized water lines and filtration plants, and stream channeling and 
dams for flood control. And, permitting, funding, and management of these systems 
have been segregated into separate agencies, rather than integrated into a holistic 
watershed framework. 

The premise of the workshop was that this reliance on centralized solutions con- 
structed without regard to the broader watershed and groundwater forces at work 
in the ecosystem has cumulatively led to major unintended consequences and envi- 
ronmental damage. Sewer collection systems and point-source discharges, by moving 
locally supplied water and infiltration/inflow water great distances to point-source 
discharges have led to depleted aquifers, saltwater intrusion in the coastal zone, and 
dried-up streambeds. Sewer systems have also promoted growth and development, 
with large-scale increases in stormwater runoff, and leaking sewer pipes now con- 
stitute the single greatest source of drinking water microbial contamination. Chan- 
neling to control floods has also led to disruptions in natural systems for water puri- 
fication. And, finally, failure to fully utilize cost-effective water efficiency and dis- 
tributed water reuse measures exacerbates the surface and groundwater impacts of 
water supply systems. 

Distributed and natural-system or “soft path” approaches hold great promise to 
achieve water resource protection at substantially lower cost than traditional cen- 
tralized technologies, and in particular, entail far fewer adverse impacts to public 
health and the environment when considered in an integrated framework. The rea- 
son is that distributed, “green” solutions to sewage and stormwater treatment rely 
on and blend into large, natural surface water and groundwater systems that have 
evolved and stabilized over centuries. Centralized approaches constitute a much 
larger disruption of these natural systems than decentralized approaches. For exam- 
ple, decentralized wastewater systems, by widely dispersing the release of treated 
wastewater into the soil, help replenish aquifers. Distributed approaches also pro- 
vide communities with more options and greater control over development, natural 
resource protection, and public amenities such as parks and open space. 

Workshop participants discussed the range of environmental, economic, and com- 
munity benefits to decentralized and nonpoint-source approaches to water quality 
protection and integrated water resource management, and developed recommenda- 
tions for reform of engineering practice, regulatory structures, management, and re- 
search. In addition, recommendations for the SRF reauthorization were discussed, 
and options from various workshop sub-groups include the following: 

1. Nonpoint-source or soft path projects need incentives in the SRF. These would 
include such approaches as: 

a. a 10 percent non-point source set-aside of new SRF funds 
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b. a reduced match requirement for non-point source or distributed treatment 
projects 

c. a reduced interest rate 

d. principal forgiveness 

2. Extra funding should be provided for State and local entities to cover the addi- 
tional administrative costs of developing non-point source projects, as well as inte- 
grated water resource plans. 

3. Eligibility should also be expanded to include: 

a. monitoring costs (as already exists in the Drinking Water SRF) 

b. pollutant trading 

c. training 

4. Funding approval should be tied to consistency with plans: 

a. drinking water grants should be tied to source water protection plans 

b. wastewater projects should be tied to integrated water resource plans de- 
veloped by local entities 

c. transportation planning links should also be required 

5. States should be required to demonstrate that water quality goals are being 
met cost-effectively. Build assessment and feedback on environmental outcomes and 
cost-effectiveness into the process. 

a. One suggestion was for a focus on GPRA requirements to be imposed on 
State SRF agreements with EPA. 

b. Another suggestion was to revitalize the CWA planning process or 303e. 
Bring back the better elements of the water resources council that were dropped 
in the early 80’s. 

6. Research projects are needed on such topics as: biological integrity before and 
after projects; lifecycle costs of non-point and soft path approaches; fate and trans- 
port of pollutants; analysis of the impediments to integrated water resource man- 
agement; soft path best management practices; effectiveness of education cam- 
paigns, land-use controls, etc. 

7. Demonstration projects are needed on: integrated water resource management; 
regulatory changes needed to implement plans; stormwater decisionmaking; real- 
time water quality monitoring and technology programs, and community involve- 
ment; and others. 


Statement of Rodger D. Siems, President, Board of Directors, Eastern 
Municipal Water District (EMWD) 

Good morning Chairman Jefford, Senator Smith, Senator Graham, Senator Crapo, 
and members of the Committee, my name is Rodger Siems. I am the President of 
the Board of Directors for Eastern Municipal Water District in Perris, California. 

Eastern Municipal Water District (EMWD) supports the purposes of S. 1961, the 
Water Investment Act of 2002. We believe S. 1961 takes a meaningful first step to- 
ward addressing the infrastructure funding gap through the authorization of in- 
creased funding for State revolving funds (SRFs). EMWD provides water and waste- 
water service to a population of 480,000 in the arid west region of the Nation where 
native water resources are scarce. Due to the lack of plentiful indigenous water 
sources, EMWD is committed to water conservation and recycled water programs 
and sustainahility of our groundwater resources. EMWD is therefore very pleased 
that S. 1961 provides funds for water conservation, reuse, reclamation, and/or recy- 
cling projects. 

EMWD is particularly supportive of the requirement in S. 1961 that loan recipi- 
ents adopt, in both policy and practice, basic elements of asset management. Water 
and wastewater infrastructure systems provide services essential to public health. 
EMWD believes that proficient asset management is core to managing utility oper- 
ations. Water and wastewater managers must ensure adequate operation of their 
facilities hy using all the tools available to them and asset management is the most 
effective tool for managing present and future infrastructure. Requiring good asset 
management as a loan condition helps ensure wise and effective spending. 

EMWD also supports the concept of requiring loan recipients to achieve a rate 
structure that reflects the true cost of service and addresses capital replacement 
funds. EMWD is concerned that agencies that have not adopted a rate structure 
that pays for the true cost of their operations are undercharging for their services 
and are placing a tremendous burden on future ratepayers. 
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EMWD believes these loan recipient requirements, asset management and rate 
restructuring, will promote self-sustaining water and wastewater operations and 
help limit future requests for Federal funding. 

Thank you for introducing S. 1961. It is a crucial first step to ensure the needs 
of America’s water and wastewater infrastructure are met. 


Statement of the American Council of Engineering Companies 

The American Council of Engineering Companies (ACES) is pleased to provide 
this statement in support of S. 1961, The Wastewater Investment Act of 2002. The 
Water Investment Act of 2002 would amend and reauthorize the Clean Water Act 
and the Safe Drinking Water Act to provide substantially greater funding for waste- 
water and drinking-water facilities. We commend the Committee for taking the lead 
on the increased authorization for water infrastructure and we applaud this bi-par- 
tisan effort. 

The American Council of Engineering Companies (ACEC) is the business associa- 
tion of America’s engineering industry, representing 6,000 independent engineering 
companies throughout the United States engaged in the development of America’s 
transportation, environmental, industrial, and other infrastructure. Founded in 
1910 and headquartered in Washington, DC, ACEC is a national federation of 51 
State and regional organizations. 

ACEC is pleased to support passage of S. 1961, the Water Investment Act of 2002. 
The proposed funding levels in the bill are a far-sighted, responsible attempt to re- 
build the nation’s aging and failing wastewater and drinking-water facilities and to 
upgrade their performance to meet the nation’s health and security needs in the 
21st century. As a founding member of the Water Infrastructure Network (WIN), 
ACEC has worked with our coalition partners to raise awareness among Members 
of Congress and the public about the critical gap that exists between our nation’s 
water infrastructure funding needs and what is currently being appropriated. 

WIN has released reports that outline a projected shortfall of $23 billion per year 
over the next 20 years in water infrastructure needs and what is currently being 
appropriated. The report. Water Infrastructure NOW: Recommendation for Clean 
and Safe Water in the 21st Century, suggests that the Federal investment for water 
infrastructure is $57 billion over the next 5 years. Although the authorization in S. 
1961 does not reach that goal, it represents a significant commitment on the part 
of the Federal Government to rectify the problems associated with our nation’s 
water infrastructure. For too long, the Federal Government has relied on States, 
local governments and utilities to fill essentially all of this funding gap. Administra- 
tions have failed to request, and Congress has consistently failed to appropriate, the 
full authorization of $1 billion for the Safe Drinking Water SRF. With the imple- 
mentation of S. 1961, the Federal Government is taking a significant step toward 
fulfilling its obligation. 

During his State of the Union speech last month, the President outlined his fiscal 
priorities of defense and homeland security. These are important priorities, but we 
should not lose sight of other critical national concerns. Improving the nation’s 
water quality and water systems through infrastructure investment makes good eco- 
nomic sense. For every billion dollars we invest in environmental infrastructure we 
create over 30,000 jobs. Beyond the creation of thousands of new jobs in the design 
and construction industry, millions of existing American jobs depend on clean and 
safe water including those in the $45 billion commercial fishing industry and the 
$100 billion water recreation industry. 

The nation’s 54,000 drinking water systems face staggering infrastructure funding 
needs over the next 20 years. Although America spends billions on infrastructure 
each year, we estimate that drinking-water systems face an annual shortfall of at 
least $11 billion to replace aging facilities that are near the end of their useful life 
and to comply with existing and future Federal water regulations. The existing 
pipes, bricks and mortar that are holding together our current infrastructure system 
are severely outdated and in need of repair. States are forced to delay construction 
projects in order to comply with important health and safety mandates by the EPA. 
With Federal requirements on TMDLs, combined sewer overflows, SSOs and arsenic 
removal, States will likely fall further behind in their efforts to repair and replace 
pipes. Without a significantly enhanced Federal role in providing assistance to 
drinking water infrastructure, critical investments will not occur. Federal assistance 
can come in the way of grants, trust funds, loans, and incentives for private invest- 
ment. The question is not whether the Federal Government should take more re- 
sponsibility for drinking-water improvements, but how. 
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ACEC acknowledges the Committee’s efforts to streamline the Federal require- 
ments that hampered accessibility to the SRF program. We support the provisions 
in S. 1961 that broaden the definition of projects and communities that are eligible 
for Federal assistance through the State revolving funds and the flexibility with 
which those projects can be implemented. 

The Water Investment Act of 2002 could be amended to enhance its effectiveness 
and improve on its ability to build modern wastewater and drinking-water facilities 
and protect national security. ACFC strongly encourages the Committee to adopt 
the following provisions to S. 1961 as it deliberates further on this legislation: 

• The bill should expressly authorize the Environmental Protection Agency to use 
the Clean Water Act SRF Loan Fund and the Safe Drinking Water Act SRF to pro- 
vide financial assistance for the construction of physical security measures at waste- 
water and drinking water plants. Certain terrorist groups have made it clear that 
the destruction of U.S. water-treatment facilities is one of their aims. Federal funds 
should be made available through the SRFs to deal with specific security needs, in- 
cluding improved building design and construction requirements, fencing and other 
physical security measures. No funds should be made available to hire security 
guards, establish private police forces or implement other non-structural protections, 
which should be addressed through operating funds. 

• The bill should require that each contract and subcontract for architectural and 
engineering design services, program and construction management and other pro- 
fessional services should be awarded in the same manner as contracts that are 
awarded under title IX of the Federal Property and Administrative Services Act of 
1949. 

• The bill should give a State the discretion to use the design-build project deliv- 
ery method for each facility financed under the SRFs. The use of this method should 
be consistent with State law. Once a State decides that the design-build project de- 
livery system is appropriate for a given project, the recipient should be required to 
the use of the two-phase competitive source-selection procedures authorized under 
Section 303M of the Federal Property and Administrative Services Act of 1949. 

In conclusion, we would like to reiterate our support for S. 1961 and we thank 
the four co-sponsors of the legislation. Senators Jeffords, Smith, Crapo and Graham 
for their leadership on this issue. The engineering community stands ready to help 
rebuild and replace the aging and failing infrastructure that puts so many commu- 
nities and citizens at risk. 
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